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ABSTRACT 
This thesis follows four main objectives. First, it explores Iran's First Development 
Plan directives from the economic, marketing, cultural, and financial perspectives by 
comparing data available from both local and international organisations. Second, it 
sets out to evaluate and determine the categories in which Iran has a comparative 
advantage. Third, it purports to analyse Iran's classification of competitors, and her 
exports potential to EU by considering similar and comparable economies. Fourth, it 
predicts Iran's marketing with EU during her Second Development Plan by forecasting 
both economic and non-economic factors. 
In this thesis, we first review and explore many factors that have been considered 
to be essential for Iran's export during her First Development Plan by using statistical 
methods such as the trend and time series analyses. Furthermore, the results of Iran's 
Reveal Comparative Advantage (RCA) for Non-Oil exports to EU indicate that it has 
a good potential for developing its exports in agriculture and labour-intensive 
products. 
Moreover, by reviewing and analysing the trade performance of Iran and its 
competitors, we can determine the marketing and economic status of these countries 
in terms of export trends and Non-Oil Export Similarity Index(ESa) in selected 
categories. 
Considering our classification of Iran's competitors, we can predict its marketing 
of Non-Oil products to EU in accordance with its Second Development Plan 
(1995-99) and with respect to three categories: political and cultural backgrounds, 
economic and marketing analyses, and interviews with experts. 
Finally, we can conclude that the model which we have proposed for the export 
marketing of Iran's Non-Oil products, and which is based on the theories of 
International Product Life Cycle and Experience Curve, fits in with the implications of 
the results obtained throughout this research. 
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Chapter I 
Introduction 
1.1 Background 
As a developing country, Iran, having been through a revolution which took place 
in 1979, and was followed by an eight-year imposed war with Iraq, has dealt with 
the international marketing concept and environmental factors according to its 
First Five- Year Socio-Econornical Development Plan. One of the key elements 
for Iran's first plan was to expand its "Non-Oil Exports", especially those to the 
EU, which counted for over 40% of Iran's total Non-Oil Exports during the 
1989-94 period. 
By reviewing Iran's exports and marketing performance, as well as its First 
Development Plan ( 1989-94), we can analyse the effect of many important factors 
such as inflation, anti-inflation, pricing, privatisation, marketing mix, on Non-Oil 
Exports to EU, and then suggest some alternative methods for developing 
marketing and strengthening ties with international markets. 
Iran occupies a special strategic position in the Middle East. It has long been 
a geopolitical cross-roads with an area of 1,648,000 sq. kms, and therefore is, after 
Saudi Arabia, the second largest country with 25 provinces in the region. It has a 
total of 5,492 kilometres of land boundaries: Afghanistan 936 kms, Pakistan 909 
kms, Iraq 1,458 kms, Turkey 499 kms, and Old Russia 1,690 kms. Iran has 3,180 
kms of coastline: The Caspian Sea 680 kms, and the Persian Gulf, and the Gulf of 
Oman 2,500 kms. The Iranian land occupies the area north of the Persian Gulf, the 
Strait of Hormuz and the Gulf of Oman. Consequently, it has the potential for 
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strategic dominance over a vast area which contains many of the Middle East's oil 
fields, and also a sea route which is crucial to the EU's interests ( see Fig. 1.1 ). 
Fig. 1.1 ( Iran's Geopolitical Map 1996) 
na-Donu 
.. ae. -K7AK 12 TA Ni l. 
ýU, Yvaý 9TAN gDelhi 
OAgra Jaipurg pr. -rýýjan gulf 
dhI IN DI 
gAhmad; abAd 
Nadodara 
Sfirat, ji 
*Bombay 
Because of its geopolitical position, Iran has been a buffer zone for the past 200 
years; first for British colonial interests, and then, since the early 50s, for the 
economic and political interests of the Western bloc in general, and the US in 
particular. Iran, with a population of about 60 million, has a strong cultural and 
national identity, and can sustain a high level of economic development. 
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The Iranian revolution of 1979, followed by an eight-year war with Iraq and 
confrontation with the international community, caused much economic and human 
hardship, and resulted in political isolation. Since the end of the Gulf war in 1988 
and the beginning of the First Five- Year Development Plan in March 1989, Iran 
has concentrated on rebuilding its economy and restoring its international standing. 
Iran's major revenue is through selling and marketing her oil to over 22 
countries, with an over US $15 billion yearly income. ' Due to a recent drop in oil 
prices world-wide, Iran has been focusing more on its non-oil products. According 
' Source: Central Bank of Iran, 1995 
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to its First Development Plan, Iran has been using a developmental marketing 
strategy for exporting its goods by improving the quality of industrial exports, 
increasing the export of finished goods, reducing the exports of raw materials, and 
restructuring of the organisation and executive management of the industrial 
sector. 
On the other hand, by emphasising the development of industries, producing 
machinery and tools for agriculture, increasing the import of capital and 
intermediate goods and reducing the import of consumption goods, Iran can 
achieve her aim of increasing non-oil products and improving foreign trade status. 
This thesis attempts to evaluate factors influencing the marketing of Non-Oil 
products for Iran's exports to the EU by searching for the major commodities and 
products which were exported during the First Five- Year Development Plan, and 
which have a relatively comparative advantage. By using a 4-stage model, which is 
a combination of PLC and Vernon theory in production for LDCs, and also by 
doing a comparative study of Iran's competitors in the market for categories 
exported during her First Plan we can use the empirical results to forecast Iran's 
major economic factors such as GDP, CPI and, above all, the dependent variable 
of our research- " Non-Oil Exports". 
1.2 Aims and Methodology 
The long-term outlook for continued growth in Non-Oil exports remains bright, 
particularly if Iran joins WTO, and given the EU's appetite for imports. 
There are many factors that have to be considered in order to export 
commodities with export potentials. These include modification of products in 
accordance with geographic and climate conditions, ISO license standards for 
quality manufacturing & services and related certificates. 
In this research, we aim to review and explore Iran's First Development 
Plan(1989-94), through comparing the data available from Iran's Custom Reports, 
Plan and Budget Organisation, IMF, and the OECD, and by applying statistical 
methods such as regression, and time series analysis. 
After considering the available data on Iran's Non-Oil exports to the EU and 
its patterns, we can then measure and evaluate its comparative advantage. The 
3 
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purpose is to ascertain the nature of the Standard Industrial Trade 
Classification(SITC) of commodities that Iran is capable of exporting to the EU, so 
that her comparative advantage can be determined. The concept of Revealed 
Comparative Advantage( RCA) is used for calculating not only Iran's net trade for 
each product that has been exported to EU in recent years, but the total trade to 
EU within the same product as well. The results indicate that Iran has at least four 
major categories of Non-Oil commodities which have positive net trade indices 
with the EU. RCA is a conservative index but in this analysis has been used as an 
initial tool given the need to find and convert the necessary data, and to increase 
comparability with other studies. 
Furthermore, after deten-nining categories in which Iran has a Revealed 
Comparative Advantage, we set out to analyse Iran's classification of competitors, 
and to reveal the existing potential markets for these middle-income economies 
with respect to important factors such as GNP per capita, agriculture and industry 
percentage of GDP based on Iran and her competitor's previous performance. 
Thus, by using the data available from OECD Statistics Reports, we can determine 
the Export Similarity Index (Esa) by percentage for Iran and its competitors in 
terms of the 14 categories that have been exported to the EU. The results show 
that Egypt has the highest ESa, with Turkey, Indonesia, and Venezuela occupying 
lower positions on the scale, respectively. 
By taking into account factors such as Iran's strategic position in the Middle 
East, the recent politico-economic changes resulting in the termination of the 
Communism, the recession in Asian countries, and the sharp fall in oil prices, we 
can predict Iran's marketing with the EU during its Second Development Plan. In 
this regard, our primary aim is to determine non-economic factors like political and 
cultural backgrounds by consulting the First Five- Year Development Plan, as well 
as considering the present economic factors extracted from interviews with experts 
in our field of study. Our secondary aim is to determine and forecast the economic 
and marketing factors such as GDP, population, Wholesale Price, CPI and, above 
all, the Non-Oil exports to the EU. For forecasting purposes, we will use two 
methods- the time series analysis through moving average, and the linear 
regression. 
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Finally, in view of the implications of the results obtained throughout this 
research, we can see that the proposed model demonstrates a bilateral relation 
between the model and the outcome. We can also point out the consistency 
existing between future forecasting and the relevant aspects of the Iran's Second 
Plan (1995-99). 
1.3 Structure of the Thesis 
There are seven chapters in this study. Chapter I centres round a discussion of the 
needs for marketing non-oil products as a key factor in the elimination of the 
country's dependence on oil exports, and as an important aspect of reaching 
economic independence, through resorting to traditional, industrial and agricultural 
products. 
In Chapter 2, the emphasis shifts exclusively to the influences on Iran's 
international trade, with respect to Iran's economic programmes, cultural 
background, financial status, banking system, pricing policies, trade relations, 
membership in the WTO, and comparative advantage( including the agriculture 
performance). 
Chapter 3 reviews Iran's exports and marketing performance according to the 
First Development Plan, emphasising the anti-inflationary policies, and the foreign 
exchange system. An attempt is made to discuss the application to Iran of the latest 
model of export marketing for Non-Oil products. 
Chapter 4 analyses Iran's marketing of non-oil products to EU by comparing 
its major trade partners, determining its direction of exports and its comparative 
advantage, and evaluating the net trade indices between Iran and EU . 
Chapter 5 focuses on analysing trade performance of Iran and its 
competitors, and addresses itself to their classification with respect to important 
factors such as GNP, GDP per capita, and Export Similarity Index. 
Chapter 6 is devoted to the prediction of Iran's marketing performance with 
the EU during its Second Plan in accordance with political and cultural categories, 
economic and marketing analyses, and interviews with experts in this field. 
5 
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Chapter 7 presents a summary of all the conclusions, discusses the 
implications of the empirical results, and gives some advice on possible areas of 
further research. 
6 
Chapter 2 
The Main Influences on Iran's International Trade 
2.1 Introduction 
The major difference between domestic and international marketing is, of course, the 
difference in the operating environments. There are four major environmental factors 
that affect international marketing, and often so called PEST factors, that is, the 
political , economic, social, and technological factors under which a marketer must 
examine his/her objectives carefully before operating in a foreign market 
(Woods, 1995). 
Political and legal forces have important effects on international marketing 
activities. Recently, many developed and underdeveloped countries have joined the 
World Trade Organisation (WTO), and consequently had fewer barriers on entry into 
the foreign markets, and have dealt less with laws such as tariffs and anti-dumping . 
Economic factors such as Gross National Product per capita (GNP), social and 
cultural environments(e. g. , material life, social interactions, language, mores, pride 
and prejudice of a foreign country, as well as technological factors which vary 
tremendously between countries) can cause competition between markets. Recently, 
some countries, like Iran and Saudi Arabia, have introduced an economic system 
which is new to the world, and which links economic life with religion. (Jain, 1990). 
The Main Influences on Iran's International Trade 
2.2 National Development Plans 
As more and more developing countries are expected to become significant markets, 
the economic environment becomes a more vital issue. Also, as a generalisation, 
economic advancement is characterised by factors such as comparatively small 
allocation of labour force to agriculture, energy available in large amounts at low cost 
per unit, high level of GNP, income and consumption, relatively low rates of 
population growth, etc., but the condition for economic advancement has a reverse 
image in developing countries (Jain, 1990). 
Developing countries contain almost half of the world's population, but 
compared with the other two blocks, they fall into a relatively weaker economic 
grouping, although their economic performance over the past ten years have been 
improving. Usually these countries have some characteristics in common which are of 
considerable economic consequence: low income, high population growth rates, small 
stocks of fixed capital, low savings rates, small secondary industry sectors, weak 
balance of payments, chronically uneven distribution of income, low levels of literacy 
and skills. Of course, these characteristics are reflected in the constraints upon 
economic development with the aid of resource gaps, trade, population, labour policy, 
economic aid, and implementation of development plans ( Wilmshurst, 1969). 
Most developing countries have found out that it is very essential to adopt 
national development plans in their drive for economic progress. A government's 
capability to carry out a plan depends on two major factors. First, it is dependent on 
the behaviour of data over the life-span of the plan, data being the variables beyond the 
government's control and, of course, the better the predictions concerning data 
behaviour, the more effective the plan will be. Second, it depends on the degree to 
which decision making is centralised. The more centralised the decision-making 
process in an economy, the more likely it is that the plan will be effective , and 
quantitative(Papandreou, 1966). 
One of the developing countries that has been through the adaptation of national 
development plan is Egypt . Egypt's Economic Reform and Structural Adjustment 
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Program( ERSAP), introduced in 1990, is a comprehensive attempt to move the 
country's largely centralised, static economy toward a more market-based, outward- 
oriented pattern of development. Under the developing plan, tariffs and conditional 
import prohibitions were to be phased out, and the process of restructuring and 
privatisation of state-owned enterprises is expected to yield significant results in 
productivity and output of the country (GATT Report, 1992). 
Another developing country that has been through a development plan is Turkey. 
Turkey's economic policy is set by the state planning organisation within Five-Year 
Development Plans. Simultaneously 
, being a GATT member since 1951, Turkey has 
strengthened its economic and trade relations with EU, by reducing its tariff to over 50 
per cent between 1988 and 1993. Also, political factors such as the Persian Gulf crisis, 
a change in her government and parliamentary elections in October 1991, caused an 
economic growth of over 9 percent( GATT Report, 1994). 
Most developing countries have found it necessary to adopt national 
development plans in their drive for economic progress. The problems of plan 
implementation are susceptible to economic techniques, and to factors such as 
unskilled labour, resource allocation, and the political situation. By reviewing the 
economic environment of developing countries like Egypt, one notices that the 
problems faced in processing plans are typically associated with a population boom, or 
the migration of workers. That can cause such countries to be vulnerable to economic 
and political developments. Some other developing countries like Turkey have 
different problems in the processing of their national developing plans. These problems 
relate to inflation , where money creation 
has been used to finance large public deficits. 
However, one disadvantage has been losses of state-owned enterprises in agriculture 
and manufacturing with the result that the losses have added to budgetary burden, 
thus slowing the pace of privatisation of these enterprises. The best alternative for 
countries like Turkey is to provide incentives for better resource allocation through 
open trade (GATT Report, 1994). 
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2.3 Environmental Influences 
The first international marketing concept that any developing country like Iran has to 
deal with is the environment, which includes economic, cultural, banking, political and 
financial statuses. Of course, marketing is an economic activity affected by the 
economic environment in which it is conducted. 
2.3.1 The Economy 
Iran's economic development plan, started in 1949, was ended in 1978 and renewed 
in 1982 
, 
but her conflict with Iraq disrupted the progress. However in 1989 the 
conflict ended and Iran's First-Socio-Economic Development Plan started. The 
management of the economy under the republic is subject to Islamic criteria as 
determined by the Council of Guardians and approved by the legislature. The 
Constitution of 1979 establishes specific guidelines for the administration of the 
nation's economic and financial affairs. The ultimate objectives are economic 
independence, full employment, and a comfortable standard of living. 
Even though Iran's economy is primarily agrarian', yet agricultural activities 
provide a relatively small part of the GDP. The farms are relatively small, mostly less 
than 25 acres, the soil is poor, the seed is of low quality, the water is infrequent, and 
the farming techniques are old-fashioned. Therefore, considering these factors, Iran 
has quite a low crop yield and poverty characterises rural areas. 
On the other hand , the wide range of temperature 
fluctuations in different parts 
of the country makes it possible to cultivate diverse crops. These includes cereals, 
fruits, vegetables, cotton, sugar beets, sugarcane, nuts, olives, spices, tea, tobacco, and 
medicinal herbs. Iran's forests cover almost the same amount of the land as do its 
agricultural crops. Forest products, which are mainly restricted to the Caspian Sea 
region, include plywood, fibreboard, and lumber for the construction and furniture 
industries. 
IAgrarian : based on land, and provincial. 
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Fishing is also an important economic factor, where fish are caught both for 
domestic use and for export. They are marketed fresh, salted, smoked, or canned. 
Sturgeon( yielding its roe for caviar), bream, whitefish, salmon, mullet, carp, catfish, 
perch and roach are caught in the Caspian Sea. There are over 200 species of fish in 
the Persian Gulf, of which 150 are edible . The catch 
includes shrimps and prawns, 
which recently become one of the major non-oil export products. 
Since 1954 Iran's industrial development has spread to the various parts of the 
country. Products include automobiles, electrical appliances, telecommunications 
equipment, industrial machinery, paper, rubber products, steel, food products, wood 
and leather products, textile, and pharmaceuticals. Of course carpets still stands out 
among other non-oil exports categories. 
In recent decades Iran has been using a trade policy based on the allocation of 
foreign exchange to the provision of the most vital requirements of the country, with 
government promotion policies granting various concessions to exporters such as 
'import against export' facilities. Iran experienced an over-all balance of payments 
deficit during 1980s and until the end of the Iran-Iraq war. Figures show that during 
1989/91 the country's balance of payment improved as a result of the government 
foreign trade policies (Iran's balance of payment during 1990-91 = $2,736.7 million ). 
By looking at Iran's distribution of trade with five top European countries, we can see 
that Germany , the UK., Italy, 
Switzerland, France, have had a trade balance of US -$ 
6,335.757 million, US -$ 93.58 million, US -$ 2,505.285 million, US -$ 568.58 
million, US -$689.528 million respectively. On the other hand, Iran's GDP ( at factor 
cost) in recent years has been improved by 5.9%, and its non-oil Gross Domestic 
Product by 6.9% annually. 2 
In sum, Iran's economy is divided into three categories: public, co-operative, and 
private. The first category includes major industries, banks, insurance companies, 
utilities, communications, foreign trade, and mass transportation. The second category 
includes production and distribution of goods and services. The third category consists 
of all activities that supplement the first two sections. 
Based on the official rate of US $1= 70 Rials (Central Bank of Iran, annual report, 199 1). 
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2.3.2 The Cultural Environment 
The cultural environment and business practices of foreign markets also play a crucial 
role in export pricing. Some countries are offended by re-negotiations, others expect 
them . As D. W. Witter noted, there is always the expectation of price negotiation in 
the Middle East market, including Iran ( Meloan, 1995). 
The Iranian cultural development began in the Eurasian Steppes around the 
Caspian Sea, most probably in Western Central Asia, when tribal life with an agro- 
pastoral economy prevailed. In a general survey of Persian cultural history, our 
attention is unfailingly drawn to the development of religious thought. Persia has been 
not only the birthplace of one of the earliest higher religions, namely Zoroastrianism, 
but also a continuing source of religious thinking and contribution. A religion hardly 
ever arises in a vacuum. It is generally a radical reform of previous religious thought 
and practices and a remodelling of spiritual concepts that we call a new religion. 
Moses, Zoroaster, Buddha, Jesus and Mohammed all fashioned a new religion on 
existing foundations. The essential elements of Iranian culture can be summarised 
into the three most significant elements : religion, language, and the pre-Islamic past. 
The religion of the country is Shiite Islam which, though true to the basic principles of 
Islam, advocates the belief that the 12 Imams(saints), descendants of the Prophet 
Mohammed, were the only repositories of the true faith and the only ones able to lead 
Muslim communities. Its language ( modem Persian, or Farsi) has changed very little 
over the past one-thousand years. It has expressed Iran's national identity and 
philosophy of existence, which includes mysticism. As for Iran's pre-Islamic past, it 
remains alive and is a distinctive aspect of Iranian culture and thought. 
The perception of the Western impact on cultural mores and traditions has led 
Islamic countries to be highly selective in borrowing ideas from the West and in 
accepting concepts of progress and development. Considering Iran, pre-revolution 
attempts at industrialisation rapidly led to a migration of rural workers to urban 
centres, with the consequent neglect of the agricultural sector. As an outcome, the 
majority of Iran's population ( who did not enjoy the bounties of oil wealth) 
experienced the devastating effect of inflation in the price of food, housing, and other 
necessities (Graham, 1995). 
As a developing country, Iran is attempting to use potential resources to 
overcome some impediments in the first-five year development plan, and to start its 
second plan for its prosperity and hopefully brighter future. With respect to the 
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cultural background of Islamic countries, certain aspects such as different bureaucratic 
and banking systems should be emphasised for the interest of international marketers. 
Perhaps the most difficult problem for international marketers is to familiarise 
themselves with a country's cultural values . Iran's pricing policy could not be affected 
a lot by specific cultural environmental factors because of its historic role, its 
geographic location and its diverse cultural contacts, and also because of its potential 
for advocating cultural and political diversity within a framework of international unity 
and solidarity. 
Of course, the essential elements of Iranian culture is summarised in its religion, 
its language, and its pre-Islamic past. The religion of the country is Shiite Islam, which 
follows the basic principles of Islam. On the other hand, Modern Persian or Farsi is 
literally the renaissance and cultural influence of Iran, and it was derived from Pahlavi, 
which was the language of the Iranians in the 7th century, that is, before the Arab 
conquest . For thousands of years, Persian philosophers and scholars joined Arab 
philosophers, scholars and lawyers to contribute to a kind of civilisation that Islam was 
able to create, through an extraordinary blend of peoples and culture; but the presence 
of the pre-Islamic past is no less alive in the souls of these same men who devoted 
themselves entirely to the shaping of Muslim civilisation. All through Muslim history, 
the Iranians maintained their own personality, and acted in accordance with the 
standards of the whole Muslim community, whereas in their personal, emotional and 
elegant lives they lived in a different world (Jacqz, 1976). 
For many outsiders, Islam often evokes images of a strongly anti-capitalistic and 
anti -progressive religion . In order to participate effectively 
in the opportunities ( and 
challenges) of marketing with Islamic countries, the global marketer, however, must 
first dispel many commonly held stereotypes. 
In sum, Islam has more in common with the rest of the world than most people 
believe. Central to Islamic thinking is the right of every individual, Muslim or non- 
Muslim, man or woman, to own property. This is compatible with the capitalist view. 
Similarly, the importance of trade and business has always been recognised. On the 
other hand, there are some differences between the Islamic and the Western 
Philosophies behind doing marketing. Yet, these vary more in degree than in 
substance. One main difference in this respect is the definition of " interest on financial 
capital" As Marmaduke (1988) states. The Islamic restriction against 'interest' is 
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quite explicit and has to be taken as self-evident. Transactions based on Riba3 are 
strictly prohibited in the Qu'ran4as the following verse forcefully reveals : 
"That which ye lay out for increase through the property of ( other) people, will 
have no increase with Allah: But that which ye lay out for charity, seeking the 
countenance of Allah, ( will increase): it is those who will get a recompense 
multiplied" (Chapter 30: Verse 39). 
2.3.3 Cultural Comparisons 
In international marketing, the search for cultural universals provides a valuable 
orientation. A partial list of cultural universals developed by George P. Murdock(1949) 
includes the following: age grading , calendar, cleanliness, training, community 
organisation, courtship, division of labour, education, ethics, language, penal 
sanctions, religious rituals, sexual restrictions, soul concept, population policy, and 
trade. 
Another study done by Hofstede in 1980 on cultural consequences emphasises 
power distance, uncertainty avoidance, and individualism for measuring national 
differences. The power distance index is a measure of values found in the HERMES5 
data. It applies to entire countries, and not to individuals. Three questions were posed 
concerning (a) organisational climate, and the extent to which employees are afraid to 
disagree, (b) the regime of the characteristics of the organisation- superior style of 
decision making; and (c) the value in the restricted sense of a preference for one state 
of affairs over others. 
By looking at Table 2.1 , we can see the statistical analysis done by Hofstede, 
which shows the correlation among the country scores on the three questions across 
the 40 countries are over 0.50 . Therefore the organisational climate, and the regime 
go together, forming a consistent pattern which differentiates among the 40 countries. 
The country index value for Power Distance Value(PDI), ranges from 94 for 
Philippines( the largest power distance), through 58 for Iran( the over medium range 
for power distance), to II for Austria(small power distance), and the mean for 39 
countries is 51. 
3Literally means an excess or increase. Technically, an increase, which in loan transaction or in 
exchange of a commodities,, accrues to the owner (lender) without giving an equivalent counter value 
or recompense in return to the other party. It can vary from one lender to another and also it depends 
on conu-nercial and consumer loans (Yusuf, 1989). 
4The Moslem Holy Book. 
5HERMES is the Greek God of Commerce (McClelland, 1961). The study was carried out in 
a large multinational corporation which is based in the U. S. A with subsidiaries in all countries 
around the world which admit such subsidiaries( Hofstede, 1980). 
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Table 2.1 ( Power Distance Index Values by Country Based on the Scores tested)6 
Country Actual Predicted Country Actual Predicted Country Actual Predicted 
Philippine 94 73 Chile 63 56 Holland 38 38 
Mexico 81 70 Portugal 63 53 Australia 36 44 
Venezuela 81 66 Greece 60 51 W Germany 35 42 
India 77 78 Iran 58 61 LJK 35 45 
Singapore 74 64 Taiwan 58 63 Swiss 34 32 
Brazil 69 72 Spain 57 56 Finland 33 30 
Hong Kong 68 56 Pakistan 55 74 Norway__ 31 27 
France 68 42 Japan 54 57 Sweden 31 23 
Colombia 67 75 Italy 50 53 Ireland 28 37 
Turkey 66 60 S. Africa 49 62 New ZeLand 22 35 
Belgium 65 36 Argentina 49 56 Denmark 18 28 
Peru 64 69 U. S. A 40 42 Israeal 13 44 
Thailand 64 74 Canada 39 36 Austria 11 40 
Yugoslav 76 53 - Mean 
39 51 52 
6 Actual values and values predicted on the basis of multiple regression on latitude, population size, 
and wealth. ( Hofstede, 1980). 
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In the same way there are high correlation among the occupation scores for the three 
PDI questions, which indicates that a Power Distance Index also can be meaningfully 
computed by occupation ( sample of seven occupations at two points in time). 
Table 2.2 (Uncertaintv Avoidance Index) 
Country Actual Control age Country Actual control age Country Actual control age 
Greece 112 98 Venezuela 76 78 Norway 50 38 
Portugal 104 102 Brazil 76 74 S. Africa 49 62 
Belgium 94 80 Italy 75 58 N. Zealand 49 60 
Japan 92 112 Pakistan 70 82 Canada 48 55 
Peru 87 91 Austria 70 77 U. S. A 46 36 
France 86 73 Taiwan 69 73 philippines 44 45 
Chile 
Spain 
Argentina 
Turkey 
Mexico 
Israel 
86 
86 
86 
85 
82 
81 
66 
89 
74 
61 
86 
73 
W. Gennany 
Thailand 
I. R. Iran 
Finland 
Switzerland 
Holland 
65 
64 
59 
59 
_58 
53 
53 
73 
59 
54 
62 
45 
India 
UK 
Ireland 
Hong Kong 
Sweden 
Denmar 
k 
40 
35 
35 
29 
29 
23 
48 
43 
54 
61 
23 
32 
Colombia 80 77 Australia 51 47 Singapore _8 
31 
Yugoslav 88 77 ---- ----- Mean 39 64 
64 
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We see that lower-education, lower -status occupations tend to produce low PDI with 
the average years of formal education being at r= -0.90. There is also a tendency for 
managers to produce lower PDI values than non-managers. The multiple correlation of 
PDI with education and hierarchical levels is R=0.94, showing that the occupation's 
PDI is high predictable from these two factors. 
By looking at Table 2.2 we can see the Country Uncertainty Avoidance Index 
Scores(UAI) and other HERMES Survey Questions done by Hosftede in 198O. The 
average scores by country on several other questions used in the questionnaire are 
statistically significantly correlated with the Uncertainty Avoidance Index. For 
example, there is a strong relationship between a country's UAI level and the average 
age of the respondents in the country. Greece has the highest UAI of 112, which 
means there is a strong hesitation to change jobs there. The average seniority in such a 
country will be higher, and consequently there will be employment stability, as well as 
advancement to a manager position, in addition to competition among employees. 
On the other hand, Singapore has the lowest UAI of 8 compared with the rest 
of 39 countries that have been surveyed for a stratified sample of seven occupations at 
two points. This means that in countries like Singapore, Denmark, and Sweden, there 
is not such a strong hesitation to change jobs, and that the average seniority is much 
lower. Countries like Iran, India, and Finland have UAI of less than mean (64) in 
comparison with the 39 countries that were surveyed in 1980. 
By looking at Table 2.3, we can see the Country Individualism Index 
(IDV)Values based on the factors scores, and the analysis of work goals across 39 
countries and 38 occupations. The statistical analysis shows that the Country 
Individualism Index (IDV) is correlated with the mean raw Work Goal Importance 
scores across all 14 goals "IPM" (r = 0.06). The IPM actually measures the 
acceptance for the question that has been asked. By reviewing the 40 countries, we 
have found that the acceptance relatively depends on occupation, where higher 
educated occupations show less acceptance than lower educated ones. 
On the other hand, we see that the U. S. A has an IDV of 91, the highest in the 
40-country matrix for the first factor found in a 14 work goals, and Iran has an IDV 
of 4 1, twenty four per cent below the mean of the countries in the matrix. Yugoslavia 
has the lowest IDV of 27, considering the fact that it has a worker self -management 
system. Germany and Japan, having an IDV of 67 and 46 respectively, both have an 
image of collective efforts. 
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Table 2.3 ( Countrv Individualism Index ) TDV 
Country Actual Predicted Country Actual Predicted Country Actual Predicted 
U. S. A 91 95 Gen-nany 67 81 Mexico 30 33 
Australia 90 62 S. Africa 65 38 Portugal 
_ 
27 42 
UK. 89 74 Finland 63 68 Hong Kong 25 29 
Canada 80 80 Austria 55 
_ 
61 Chile 
_ 
23 38 
Holland 80 71 Israel 54 47 Singapore 20 15 
New 
Zealand 
79 58 Spain 51 51 Thailand 20 19 
Italy 76 62 India 48 34 Taiwan 17 27 
Belgium 75 71 Japan 46 60 Peru 16 22 
Denmark 
. 
74 75 Argentina 46 47 Pakistan 14 22 
Sweden 71 85 Iran 41 34 Colombia 13 18 
France 71 80 Brazil 38 37 Venezuela 12 28 
Ireland 70 52 Turkey 37 35 Yugoslavia 27 44 
Norway 69 73 Greece 35 41 Mean of 39 
Countries 
51 50 
Swis 68 73 Philippines 32 23 
18 
The Main Influences on Iran's International Trade 
The figures above show that for rich countries like U. S. A, Germany, and Japan, and 
also for developing countries , the economic growth is negatively related to 
individualism. That means that although wealth is positively associated with 
individualism, yet lower individualism with faster growth of wealth would lead to a 
certain balancing of wealth among the wealthy Western countries. 
In sum, by looking at Fig. 2.3, we can see that the 3 major Islamic countries 
among the 40 countries that have been surveyed on the basis of the cultural factors 
discussed earlier are Turkey, Iran with a high PDI, and relatively high IDV[which 
suggests a balanced power system], and Pakistan with a lower PDI and low IDV. 
70 
60 
50 
40 
30 
CL 
20 
10 
0 
Fig. 2.3 ( Comparison of PDI & IDV of 3 Selected Islamic Countries ) 
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So Iran and Turkey, according to Hofstede, have more in common with each 
other than with Pakistan and this is also apparent from consideration of their 
GNP/Capita(see Fig-2.3.1). 
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2.3.4 The Islamic Banking System 
By definition, Islamic banking is "a financial institution which collects and invests 
money according to the Islamic Shari'ah7, in such a way that can serve the Islamic 
society, and for justice". Therefore, the Islamic banking system can only be operational 
under two fundamental principles: namely the prohibition of interest, and the 
introduction of profit and loss sharing schemes and other types of finance. In the 
Islamic law, riba has two phases : the simple interest and compound interest or usury. 
Both are banned on the ground that (i) a loan must not generate a fixed guaranteed 
return on the lender; (ii) financing an investment for an uncertain return is only 
permissible if the financier and the entrepreneur share between themselves the risk and 
its consequence( profit or loss). This simple rule is based on another known principle 
that where there is no risk there is no reward (Alwatean, 1992). 
7 Shari'ah : The way of God as shown by Qu'ran and the sunnah of the prophet Mohammed. The term 
is used to refer to the Islamic Law ( Marmaduke, 1988) 
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The Central Bank of the Islamic Republic of Iran has attempted to use potential 
resources to overcome some impediments in the first five-year development plan. 
Considering the cultural background of Islamic countries mentioned before, certain 
aspects such as different management styles, and the possibility of competitive 
environments should be emphasised for international marketers. 
On the other hand, the Central Bank of the Islamic Republic of Iran is by law in 
charge of improving the performance of the country's monetary and credit system. 
Recently several new mechanisms have given the banking system more specific and 
regulatory power. These include the power to set the minimum rate of return (i, e 
"interest" charged by the banks) in regular or limited partnerships in each sector, and 
the allocation of investment funds to different sectors of the economy. Specialised 
investment banks, like the Agricultural Bank, the Industrial and Mining Bank, the 
Housing Bank, deal mainly in long term specialised projects lasting five year or longer, 
can and do accept investment-term deposits from the private sector. These banks are 
allowed to maintain government-insured checking and savings accounts at no fixed 
interest, but they certainly participate in their own net profits. As of March 1992, state 
commercial banks were authorised to open letters of credit directly for the private 
sector, and offer their own guarantees for credits from abroad. 
The Export Development Bank was established in 1991 to play a new role in 
the promotion of non-oil exports. It has been covering a wide range of activities such 
as providing guarantees for exports and imports, investing in export-oriented projects 
and promoting tourism since then. Most state banks can produce statements on their 
accounts for inspection by the international financial institutions. 
In sum, all these factors of the new banking system in Iran show that the 
country, which has an Islamic background, is undergoing a process of industrialisation 
and modernisation. As a result of world pressures and the rapidly changing wealth of 
Islamic countries, opportunities for international marketers seem promising in 
countries with a rapidly developing middle class and a high proportion of Western- 
educated students.. In order to participate effectively in the opportunities (and 
challenges) of marketing in Islamic countries, the global marketer must first dispel 
some commonly held misconceptions. 
2.3.5 The Political Environment and Stability 
One of the factors that could affect any international marketing strategy is having 
political stability. Of course, every country has its own unique administrative plan. 
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The plan emerges from such parameters as experience, culture, the system of reward 
and punishment, availability of qualified administrators, and the style of leadership. 
The 1979 Iranian revolution proved that the economic development cannot be 
imposed on a nation; rather it must evolve over time. The previous regime in Iran 
imposed a modem infrastructure, an industry dependent on foreign technology, and a 
Western lifestyle on a Muslim society that was opposed to change. The rapid 
modernisation, with GNP per capita increasing from $200 to over $ 2000 in a decade, 
and not respecting the people's religion and cultural beliefs, caused a reaction and 
political unrest and then led to the Shah'S8 fall, and establishment of the Islamic 
Republic ( Jain, 1990). 
As stated in the constitution of 1979, Iran is an Islamic Republic. The system of 
the government is based on the laws of Islam, the faithful execution of which is 
assured under the concept of the guardianship of a religious jurist. Also, the 
constitution provides for the executive ( headed by the President) , the legislative ( 270 
members of the Congress) , and the judicial (the Supreme Court, the Supreme Judicial, 
the lower courts) branches of government. 
In sum, the 1990s marked the beginning of a period of transition for Iran; from a 
govemment-controlled war economy into a less centralised and more open economy 
and market. Iran's new government has been relatively successful in obtaining 
international financial and technical support for its reconstruction and development 
plans and has been quite successful in having a reasonable price for its exporting 
goods, and services. Also, it has had some success in its foreign policy, both in the 
region and internationally. 
2.3.6 The Financial Status 
Iran's financial status has been affected by a fluctuating exchange rate in the recent 
decade. Initially, there existed 12 kinds of exchange rates, which put the exporters at 
risk. However, in 1991 the rates were reduced to 4 types, and thus improved the 
exporter's status quo. By 1993, the unification of all rates, had been announced by the 
Central Bank of Iran, and the official exchange rate IR 70 = US $1 maintained for 
essential imports (e. g. wheat, corn, etc.. ). According to the Central Bank of Iran, 
during the first five- year development plan( 1988-1994), the total oil( including gas) 
export was estimated at $83.096 billion, and the total value of non-oil exports over the 
Shah : Iran's former king. 
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period reached $17.90 billion. In recent decades, Iran has been using a trade policy 
based on the allocation of foreign exchange for the provision of the most vital 
requirements of the country's development plans, with government promotion policies 
granting exporters various concessions such as "import against export" facilities. 
Moreover, Iran experienced an over- all balance of payments deficit during the 1980s 
(see Table 2.4), which reached US $4,010 million by the time the Iran-Iraq conflict 
came to an end ( see Table 2.5 ). 
Table 2.4 (Iran's Balance of Pavment 1975-84 US $ Million) 
B. P9 1975 1976 1977 1978 1979 1980 1981 
- 
1982 1983 1984 
Trade 
Balance 
7534 10859 7358 5872 15650 1450 -1307 7900 3480 2358 
Current 
Account 
4704 7660 2816 104 11968 -2438 -3446 5733 358 -414 
Capital- 
Account 10 
-4637 -5247 -726 -819 -8899 12285 3076 -846 -1607 -3722 
O. A. B 11 1 67 1 2413 1 2090 1 -715 3069 1 9847 1 -370 4887 , -1249 , -4136 
Source: Direction of Trade Statistics Year Book, 1995. 
But, as shown by the data in Table 2.5, during 1989/91 the country's Balance of 
Payment was improved as a result of the government foreign policies. 
According to the data published by International Financial Statistics Year 
book (IFST), during the 1988-1993 period, the government development plan looked 
successful, where as in 1993 the real export was IR 13058.3 billion, and the real 
import was IR 12373.5 billion, which shows a trade surplus of IR 684.8 billion. 
In sum, Iran's economy and its international financial status cannot become 
independent of foreign trade, due to its relatively small size and its historical 
orientation toward foreign trade. On the other hand, other sectors of the economy, 
9 BY : Balance of Payment. 
I OCapital Account: Minus sign indicates debit, and plus sign indicates credit. 
I O. A. B = Over -All Balance. 
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particularly agriculture, industry and human resources must develop in harmony with 
the growth of oil exports. And this can be done by replacing her oil exports with 
exports of energy and raw-material-intensive products in the long- run (The Second 
Development Plan). Also, deregulation and privatisation are expected to cut 
government deficits further. According to the First Development Plan, private 
consumption expenditure was expected to increase from RL 13,216 billion in 1988 ( 
beginning of the plan) to IR 17,485 billion in 1993, with an average annual rate of 
growth of 5.7 %. The plan also aimed to fund 47.8% of the loans and credit to the 
private sector from banking system facilities. 12 
2.4 Economic Influences 
From a Macro-economic perspective, Balance of International Payments (i. e. trade 
balance), and inflation affect GDP, and the country's debt is very influential. Balance 
of International Payments is of interest to both economists and policy makers, since it 
provides necessary information about a nation's international economic position and 
its relationship to the rest of the world. 
2.4.1 The Balance of International Payments 
The balance of international payments is a set of accounts that measure all economic 
flows into and out of a nation. It includes exports and imports of goods, services and 
financial capital. Exports are credit items, while imports are debits. Historically 
developing countries like Iran tend to go through stages of balance of payments from 
the young debtor, borrowing for their economic development program, through 
mature debtor and young creditor to mature creditor in the long run 
(Samuelson, 1989). 
BY = (X-M) +K ----------------------------------------------- Equation 2.1 
where BY is Balance of Payment ,X 
is Export M is Imports ,K is Net Financial 
Capital 
By using the above equation, and looking at Table 2.4( Iran's Balance of Payment), 
we can see that during 1977 (the oil boom year), Iran's trade balance was $ 7,358 
million, and the over- all balance was about $2,090 million surplus. After the Islamic 
revolution in 1978, we see a drop of about 20 percent in trade balance , and an 
12 Iran Plan and Budget Organisation Report, 1993. 
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increase of capital account (debit) of II percent, and this drop of trade balance went 
on until 1984 when it reached a $2,358 million surplus, and the overall balance to 
$4,136 million deficit, which is due to long term government debts. Also, by looking 
at Tables 2.4 and 2.5, we can see that during the 1985-1990 period Iran's trade 
balance decreased by 122 percent, and the overall balance dropped to $324 million 
deficit. Also in 1991 the trade balance was about US$ 6,529 million deficit , and in 
1992 it was about $3,406 million deficit. In 1993 the trade balance increased by 182 
percent compared with that of 1992, and the overall balance reached $ 229 million . 
In 1994 ( i. e. by the end of the first plan ) Iran's total exports were $19,165 million, 
and the trade balance reached $6,811 million. 13 
Table 2.5 (Iran's Balance of Pavrnent. US $ Million. 1985-1994) 
BY 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 
Trade 
Balance 
2169 -3414 -89 101 -367 975 -6529 -3406 -1207 6811 
Current 
Account 
-476 -5155 -2090 -1869 -191 327 -9448 -6504 -4215 4950 
Capital- 
Account 
1031 3941 1866 859 2491 -651 7354 6339 4444 - 
O. A. B 1 555 1 -1214 1 -224 1 -1010 1 2300 1 -324 1 -2094 1 -165 229 
The above figures show that Iran's First Development Plan has improved the 
country's total exports by over 78.9 %, and that it has been successful in paying off its 
short-, and long-run debts by fixing its trade policies according to the country's needs 
and her First Five-Year Plan. 
Iran's marketing strategy, according to the First Five- Year Plan, was to offer a 
stable pricing for its goods, and substitute imports and try to become self-sufficient in 
industrial production rather than producing with a view to competing in the 
13 Source: Direction of Trade Statistics Year Book, 1995. 
25 
The Main Influences on Iran's International Trade 
international markets. Nevertheless, Iran's strategy has been recently modified by the 
IMF which advocates more emphasis on export promotion. 
In 1991, the Export Development Bank (EDB), the first new bank after the 
revolution, was established with an initial capital of IR 50,000 million($ 700 million at 
the official exchange rate). The EDB is intended to play a key role in the promotion of 
non-oil exports. It will cover a wide range of activities such as providing credit 
guarantees for exports and imports. 
2.4.2 The Effect of Inflation 
Iran's balance sheet during the 1979-94 period shows a mixture of some success and 
few set-backs. Looking at the macro-economic trends, one can see that her economic 
performance is not as it has been planned. The GDP figure as the basis of per capita 
during 1989-90 ranges from $298 to $384, in comparison with 1973-74 where it 
ranges from $ 806 to $1,358. In addition, 4.5 million workers have joined the 
country's total work force. The latest figure shows the GDP per capita of $1,240 
during 1994.14Therefore, by comparing these figures, one can see the direct effect of 
inflation on Iran's economy during the last decade. 
2.4.3 The National Budget and Accounting Policy 
During the last decade, Iran experienced budget deficits every year. According to a 
report by the IMF on the Iranian economy published on 30th of July 1990, the budget 
deficit was held within a range of 4 to 8 per cent of the GDP from the fiscal year 
1983 to the end of the decade. The biggest deficits were in 1986, and 1988 when the 
oil prices fell drastically . The budget law for 1988 had conceived a budget deficit of 
IR 1,358.6 billion. However, the amended law reduced the current expenditures by 
IR 61.7 billion and increased the capital expenditure by IR 33.6 billion, thus resulting 
in a reduction of IR 28.1 billion in the budget deficit. In 1990, government revenues 
increased by 77.4%, because of an increase of 45.1 % in oil revenues, 42.7% in tax, 
and 13.8 % on the other revenues. This caused a reduction of 40.9% in the budget 
deficit. An examination of the trend of Iran's national budget throughout the First 
Five- Year Plan reveals that in 1993 the budget deficit dropped to IR 242 billion, 
14Note: During 1973-74 ( The dollar value was calculated: 1$= IR 70 & during 1989-94 1$ = IR 1750 
( the export dollar value, announced by the Iranian Government). 
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which shows a 64 % decrease in comparison with 1990, and that by 1999 (i. e. end of 
the Second-Plan) the government should not have had any deficit. 15 
Iran's system of accounting has been dealing with budget deficit by getting 
finance through banking system facilities, and by utilisation of returns from 
government loans abroad and receipts from loans extended to government agencies. 
During 1989-90, the capital account surplus increased 17.5 fold. This was due to a 
sharp increase in capital receipts mainly because of the return of principle on loans, 
and capital from abroad (e. g. Germany, Japan, Italy,... ). 
2.4.4 Short-Term Debts 
Iran's major goal in getting short-term loans is to pay and finance the government 
deficit. Fortunately, it has paid back all of its long-, and short- term debts after the 
signing of the Algiers Agreements with U. S. A in January 1981, through its oil, and 
non-oil revenues. According to the World Bank report in 1990, the short-term debts of 
Iran related to trade imbalances were $9000 million, which is insignificant compared 
with some other developing countries. The First Five-Year Development Plan 
envisaged raising $ 27.4 billion over the period of 1989-94 for the project financing 
by improving its international relations with EU, and her neighbouring countries. 16 
2.4.5 Long -Term Debts 
Iran's major need for long-term debts is for increasing the country's production 
potential. Once a plant has been established, and after it has reached its production 
level 
, it can pay off all 
its debts through the income received from the investment. For 
instance, the Steel Complex in Gheshm Island, has a bilateral contract with Japan for 
financing and carrying out its projects. 
The Iranian government has been raising money via its major export (oil), and 
recently by means of non-oil exports as well. On the other hand, the World Bank and 
the IMF have helped the country to pay its debts, and to cover its emergency costs 
(e. g. earthquakes). For instance, the World Bank approved a $250 million emergency 
loan for an earthquake in 1991. Furthermore, EU members such as Germany financed 
DM 500 million, an Italian state-owned lending institute agreed to give Iran a credit 
I ine of $ 1000 million (at the beginning of five year development plan). 
15Source : International Financial Statistics Year Book, 1995. 
16 IMF Report, 1990. 
27 
The Main Influences on Iran's International Trade 
To sum up , by reviewing Iran's national budget and accounting policy, one can 
see that Iran has been dealing with its short- and long- term debts, and loans by two 
methods : first, by drawing on international sources and institutions, like the IMF, the 
World Bank, and the Islamic Bank, following some fixed and standard methods of 
payment ; secondly, via the private sector, like European and Japanese private 
financial institutions, which set their standards and methods of payment according to 
bilateral agreement. 
On the other hand, Iran has been successful in paying off her debts (during the 
First Five-Year Development Plan), considering the fact that the country has been 
through a galloping inflation, and eight years of destructive war with Iraq. Of course, 
Iran has an average budget deficit of 4.8% of the GDP from 1983 to the end of 
decade. But the major reason behind this figure is the sharp fall in oil prices during 
1986-1988. Therefore, the objective of the First Five-Year Development Plan has 
been to reduce the budget deficit. The deficit during 1991-1992 was IR 1,344.0 billion 
and in 1992-93 only IR 623.0 billion. 17 It can be predicted that the crude oil 
production in Iran over the next 15 years( 2013) will be such that the production and 
consumption curves for this commodity will reach each other ( one point). In addition, 
Iran's population will reach 65 millions (with a 2.0% growth rate). As a result, from 
the macro-economic perspective, Iran's economy has to substitute her non-oil 
products exports for oil exports by the end of the Third Development Plan. According 
to Iran's Second Five-Year Development Plan, non-oil exports should reach $ 
6,165.3 million (40 percent of Iran's total exports). 18 
2.5 GATT 
During the 20 years following the end of World War 11, the world economy expanded 
considerably, and as a result, international trade grew substantially in both volume and 
value. However, the benefits stemming from this global economic progress accrued 
unevenly to the participants in world trade. A debate on how to improve the 
international trade of developing countries evolved within GATT and the various 
agencies of the UN system. General Agreement on Tariffs and Trade (GATT) was first 
signed in 1947, with the aid of economic and social community of the United Nations 
171ran's Central Bank Report, 1993. 
18 GH., Memarzadeh, 'General Policies, Strategies and Goals of The Second Five -Year-Economic, 
Social and Cultural Development Plan of The Islamic Republic of Iran', 1996. 
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(Ecosoc) in order to boost international trade, and to solve the trade barriers for both 
developed and developing countries. 
On May 1,1964, the Executive Secretary of GATT announced the establishment 
of the GATT International Trade Centre( ITC) to provide trade information and trade 
promotion advisory services. In December 1974, following a detailed review of ITC's 
administrative arrangements by the Executive Heads of UNCTAD and GATT, the UN 
General Assembly confirmed ITC's legal status as that of a joint subsidiary organ of 
both the UN and of GATT. One of the main results of the ' Uruguay Round' which 
lasted from 1986 until 1993, was the establishment of the WTO, which covered the 
products and services in agriculture, and international trade. 
Today over 124 countries, of which more than 80 are members of developing 
countries, have joined GATT, and 20 other countries including Iran are in the process 
of joining it. The major advantages of joining GATT are: 
I- Supporting local industries, by implementing low controlled tariff policies, and 
by reduction or elimination of high tariffs and tariff escalation. The binding and 
reduction of tariffs is essential in enhancing market access, transparency, and 
predictability in the trading system. 
2- Not being faced with discrimination in international trade, by using the Most 
Favoured Nation law (MFN), designed for GATT's members. 
3- Satisfying the World Trade environmental conditions. 
The General Agreement on Tariff and Trade(GATT) has been officially established to 
improve the economic level of its member groups, to provide facilities for full 
employment, to maintain the standard of living, and to enable members to use the 
international resources effectively. This agreement is actually quite complex, with 38 
amendments, and a list of products that include thousands of discounts for all of its 
member countries. 
Of course, the major goal of GATT is to reduce tariffs and taxes on imports, 
and exports for all its member countries. Unlike other international organisations, 
GATT is not an organisation in the strict sense of the word, but rather functions as a 
legal establishment designed to provide services for its members. 
There are six committees that work for GATT's members: Tariff, Balance of 
Payment, Control Board, Budget and Planning, and International Trade. GATT's 
budget is furnished by its participant members and through the share of their total 
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trade. In 1991 the GATT's total budget was about SFr 78.7 million. The General 
Agreement on Tariffs and Trade (GATT) rounds have resulted in relatively low tariff 
levels among industrialised countries. As tariff protection has diminished , non-tariff 
protection has emerged as a new difficult and challenging constraint and may now be 
the most significant trade distorting mechanism ( Ray and Marvel, 1984). 
Table 2.6 (ExDoirt and ImDort Effect.,; of the I Tniminv Round of C-FATT) 
Rise in Rise in Income Income Contribution Contribution Contribution 
Exports Export Effect $ Effect % to 
us $ % Billion GDP to to effect 
Billion Income Income Agriculture 
effect effect 
Tariff NTB19 
USA 82 22 75 1.35 11 84 5 
Canada 20 17 8 1.32 0 86 14 
EU 99 19 100 1.73 21 70 9 
EFTA 15 6 21 2.37 27 50 23 
Japan 52 18 16 0.57 69 6 25 
DOCT20 266 37 57 1.29 29 59 12 
The reduction of tariffs is essential in enhancing market access, transparency, 
and predictability in the trading system. The duty-free treatment means that, for nearly 
half the imports into developed economies, irrespective of the source of trade, tariffs no 
longer matter . However, tariffs remain 
highly relevant outside the Organisation for 
Economic Co-operation and Development (OECD) area, particularly in developing 
countries. Several quantitative assessments confirm the economic benefits that tariff 
reductions may bring to the overall world economy following their implementation. The 
overall low levels of tariff protection, however, still hide discrepancies, including levels 
19 NTBS : Non -Tariff Barriers 
20 Developing Countries and Countries in Transfon-nation excluding China and Taiwan. 
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of binding, both across countries and sectors and within sectors in any country ( see 
Table 2.6 ). 
In sum, the latest GATT Uruguay Round Agreements was the most 
comprehensive and ambitious of the eight world trade rounds which have so far taken 
place. Its major results can be summarised into 19 points: 
I- The import tariffs of the industrialised countries will be reduced by an 
average of 38% for industrial goods from DC's ; for developing countries, the 
average tariff reduction is estimated at around 27%, which takes into account 
the unilateral import tariff reductions already implemented by many developing 
countries since the beginning of the Uruguay Round. For a number of import 
product groups (e. g. pharmaceuticals), the leading industrialised countries and 
some Asian emerging countries are completely eliminating tariffs, thereby 
strongly expanding the sector of duty-free imports. In the industrialised 
countries, this sector is rising from 20 to over 40 % of the total imports of 
industrial goods. At the same time, the proportion of high tariff products ( tariffs 
above 15%) is falling from 7 to 5 %. Almost all the industrialised countries' 
tariffs will in future be bound; they will then no longer be able to be increased 
unilaterally and without compensation. 21 
2- Agricultural trade will be integrated into GATT and partially liberalised within 
6 years( 10 years in the case of developing countries). The group of least- 
developed countries will be released from the obligation to liberalise. Non-tariff 
import barriers will be converted into tariffs and reduced by 36% in industrial 
countries and by 24% in developing countries. 
3- The regulation of the textile trade through the Multifibre Arrangement 
(MFA) and other measures conflicting with GATT, will be abolished. In four 
stages the MFA restrictions will be progressively lifted and relaxed withinlO 
years. When the new Textile Agreement came into force on January 1,1995, at 
the same time at least 16% of the NVA import volume was liberalised and the 
growth rates applying to the quotas which had not yet been liberalised were 
increased by 16% vis-a-vis the agreed growth rates for 1994. At the beginning of 
2002, a further 18% of imports will have to be liberalised and the growth rates 
of the residual quotas raised by 25%. The remaining 49% of the import volume 
will not have to be reintegrated into GATT until January, 20005. Other import 
1 Source: GATT Report, 1994. 
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restrictions not covered by GATT will either have to be brought into conformity 
with GATT in 1996 or progressively lifted. 
4- A regulative framework will be created for trade in services and initial 
liberalisation measures will be implemented in a number of service sectors. The 
central element of the regulative framework is the obligation to give ( 
unconditional) most-favoured-nation (MFN) treatment to trading partners 
entering into the General Agreement on Trade in Services( GATS). For the 
future, commencing not later than 5 years after the formation of the World Trade 
Organisation(WTO), Article 19 of GATS prescribes " successive" and " 
periodic" rounds of negotiation with the objective of " progressively" improving 
liberalisation. 
5- Many GATT regulations will be revised or newly interpreted, with particular 
emphasis on import protection, antidumping and subsidy provisions. Further 
revisions relate to Articles 12 and l8b of GATT, concerning measures for the 
protection of the balance of payments, as well as Article 24, concerning Customs 
Unions and Free Trade Areas. In addition, a number of measures have to be 
undertaken which includes agreements on technical barriers to trade, trade 
related investment measures( TRIMS), regulations on origin, pre-shipment 
inspections, import licences and in parallel with the Uruguay Round , and with a 
limited number of participants public procurement. Import protection through 
self-restraint agreements, orderly marketing and similar grey-area measures 
against dynamic exporters will, in the future, be prohibited. Existing regulations 
must end within four years or be integrated into GATT. Also, anti-dumping 
duties may in the future be imposed only for a maximum of five years, unless 
further or repeated damage to domestic industry is likely as a result of dumped 
imports. 
6-The international protection of intellectual property rights ( patents, trade 
marks, models, designs, geographical indications copyright, etc. ) is extended 
beyond existing international conventions under the umbrella of the World 
Intellectual Property Organisation (WIPO) and supplemented with protective 
measures against product counterfeiting. 
7- The multilateral trading system will be institutionally strengthened. A World 
Trade Organisation is created and integrated into the dispute settlement 
procedures introduced; a regular review of trade policy in the member states 
within the framework of the Trade Policy Review Mechanism (TPRM), 
provisionally operated since 1989, is firmly established. The WTO, with a 
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Ministers' Conference held at least every two years at its headquarters, provides 
the institutional framework for a large number of multilateral and plurilateral 
agreements and arrangements between its members. It is intended to monitor the 
implementation of agreements, apply the dispute settlement mechanism, further 
develop the multilateral body of rules and further promote the liberalisation 
process. The WTO is also responsible for co-operation with the IMF and the 
World Bank, with the objective of achieving more coherence in international 
economic policy. It is important to note that all the results of the Uruguay Round 
apply unrestrictedly to all WTO members, which must guarantee the conformity 
of their national legislation with multilateral regulations. 
8- Agreement on sanitary and phytosanitary measures. 
9- Agreement on trade- related investment measures. 
10 - The decision on measures concerning the possible negative effects of the 
reform programme on least-developed and net food-importing developing 
countries. 
II- Agreement on implementation of article VII (Custom Valuation). 
12- Agreement on pre-shipment inspection. 
13- Agreement on rules of origin. 
14- Agreement on import licensing procedures. 
15- Agreement on subsidies and countervailing measures. 
16- Agreement on safeguards. 
17 - Decision on achieving greater coherence in global economic policy. 
18- Trade Policy Review Mechanism( TPRM). 
19- New Agreement on government procurement. 
2.5.1 GATT's Action for Developing Countries 
Since the early 1970s, the developing countries have been consistently and vigorously 
pursuing their proposal for the creation of a new economic order by removing the 
bottlenecks in the way of their economic development through speedy 
industrialisation. The unequal economic relationship between the developed and the 
developing countries is reflected in the fact that 70% of the world's population 
receives only 30 % of the world's income. 22Western nations need to adopt a far more 
co-operative attitude on questions of trade and finance toward developing nations. 
22 Source: Navin Chandr, Joshi, 'Nehru & New World Economic Order', Employment News, 
November 18,1994. 
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They must be more liberal when the interests of developing countries are involved in 
world forums like UN, UNCTAD, IMF, and GATT. 
GATT's action for developing countries can be summarised into two phases: in 
short run, it provides the country with the ground for a developing economy to benefit 
from undiscriminatory concept of GATT, getting technical aid, and guidance for its 
trading policies. However, most developing countries who join GATT, or who are in 
the process of joining it, have already brought their export potential to the competitive 
standard level. In this respect, the case of Iran as a non-member is revealing. This 
developing country had over $ 4.1 billion total value for its non-oil exports in 1994, 
whereas carpets and pistachios counted 50 percent of her non-oil exports. But none of 
these products have counted as a GATT's product line of discussion. Although carpets 
count as textile in MFA agreement, dried fruits as agricultural products have not been 
discussed yet . Today Iran can use the GSP(General Supply Preference) system, 
although it has restricted her exports potential to 246 tons. This contrasts sharply with 
the actual export rate of 23500 tons each year. 23These data show that since Iran has 
not so far participated in international gatherings like GATT, UNCTAD, and ITC, she 
has lost opportunities that other developing countries like India and Pakistan, two of 
Iran's competitors in the world non-oil export products( specially carpet), have taken 
advantage of for their market share quota. 
In the long run, one has to review a country's economic plan( e. g., Iran's Socio- 
Economic Plan) in order to forecast the outcome of joining the GATT Club. 
Although, in the short run, the evaluation is based on a static mode, and on the 
present economic and trade policy, in the long run, the evaluation for joining GATT 
will be based on the country's trade policy. So a developing country like Iran would 
be in a better position to use its trade policy as a tool for its economic and industrial 
development once it is ready to join GATT. The goal of the most countries who join 
GATT is to earn some privileges that will help them to enter new the international 
market, and to develop their export share. Of course, GATT itself does not provide 
the development of trade for countries, but it has provided terms and conditions for its 
members so that, in case their potential level matches GATT's terms, they can benefit 
from it. In Iran's case, if she orients her foreign trade policy toward the development 
of non-oil export products rather than oil export products , joining 
GATT would be 
beneficial in the long run . 
23 Source: Iran's Custom Report, 1995. 
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In sumý the trade of developing countries with Europe in 1990s seems to be 
affected in different ways by the devaluation of currency. Depending not only on the 
composition of their exports to Europe, but also on the position in which they are able 
to negotiate within Europe's scale of preferences. The Single European Market(SEM) 
is expected both to create trade for and divert trade from developing countries. 
Increases in income in the EU as a result of SEM will raise demand for imports from 
developing countries. The effects of the SEM on developing country exports are 
therefore likely to be tangible and positive. In short term, the exports of developing 
countries to Eastern European countries are unlikely to happen, but in the long term, 
preferential access to Western European markets, combined with the advantage of 
physical proximity, could well have an impact on export-oriented foreign investment in 
sectors in which Central European countries will have a comDarative 
advantage (Glover, 1993). 
GATT has forecasted, in its 18th amendment, some facilities for less developed 
countries, and following that amendments 36 and 37 have created some responsibilities 
for developed countries in respect to their trade policies toward developing countries. 
These responsibilities reduce or omit the barriers for exporting goods of less 
developed countries, and reduce the final costs of goods. The recent Uruguay's Round 
of GATT known as " Total Tariffication" is compatible with Iran's latest 15th 
amendment of the Import/Export Law in 1993, which is effective until 1999 and urges 
real and legal persons to engage actively in foreign trade under the supervision of the 
government and in accordance with the provisions of the Law of Imports and Exports 
with a view to ensuring that no importation monopolies emerge. Also, it should 
increase utilisation of (agricultural and industrial) production capacities for exports, 
and provide an effective utilisation of free zones for the expansion of exports and re- 
exports. 
Also the set of promotional factors in the principles of GATT during 1947-1992 
have caused the growth of international trade in this period to double the GNP of its 
over 124 member countries, and the growth of industrial export goods to be raised 
over four times their GNP. 24 
2.5.2 Iran's Role in GATT 
Iran as a developing country has passed quite successfully through its First Socio- 
Economic Development Plan, and is now in the process of entering its second 
24Source: GATT Focus , No. 96, 
November 1993 
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development plan. Being a member of international organisations such as OPEC, 
ECO, APO, IMF, IMO and the World Bank, Iran has the potential to join WTO. Of 
course, there are some pros and cons for Iran to join such a group of nations as 
the " GATT Club". These will be discussed below. 
2.5.2.1 The Advantages of Iran's joining GATT 
The advantages accruing to Iran by joining the GATT could be specified as follows: 
I- As mentioned earlier, GATT has improved regulations and institutional reforms, 
which will have a lasting influence on the trade flows and competitive relationships on 
the international markets. In regard to their global effects, the Uruguay Round has 
reduced tariff, and import barriers , by providing domestic and export subsidies for 
agricultural products, will probably have increased the volume of world exports by 
25% by 1999. After the implementation of these market access regulations have been 
completed, the year 2005 will see world-wide income gains of more than $500 billion, 
based on 1990 prices (Francois et al., 1994.3). On the other hand, the Uruguay Round 
can influence market access in developed as well as developing countries(e. g., Iran) in 
all three major sectors of the economy. In the primary sector, it could lead countries 
with relative abundance of raw materials to concentrate more on further processing of 
their natural resources, and their industrial products which use those resources. In the 
secondary sector, the almost complete elimination of tariffs in ten product groups in 
most industrialised and some newly industrialised countries will significantly improve 
market access in the next five years and stimulate intra-industrial trade. The ten 
product groups are construction, farm, medical equipment, steel, beer, spirits, 
pharmaceuticals, paper and printing products, furniture and toys. The industrialised 
countries concerned are the members of the EU, as well as Canada, Japan, 
Switzerland, New Zealand, Hong Kong, Korea and Singapore. Finally, in the tertiary 
sector the General Agreement on Trade in Services (GATS) creates new framework 
conditions for an international opening of the markets. The world export of 
commercial services( essentially transport, tourism, financial services, leasing, 
communications, advertising,, constancy, technical services, building and engineering 
services) was $ 1,020 billion, and the export of goods $3,748 billion in 1993. By far 
the largest services exporter is the United States with 16.6% of the world exports, 
followed by France( 9.9%), Italy ( 6.5%), Germany ( 6.1%), Great Britain ( 5.3%), 
and Japan with 5.2% ( GATT , 1994). Thus 
Iran, having had only $ 4.82 billion of 
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non-oil exports in 199425, could join the GATT Club as soon as it is ready and has 
its policies and economic programs set to international levels and standards. 
2- Iran, not being a member of an international trade organisation like GATT yet, has 
to carry out its international and foreign trade relations according to a bilateralism 
contract, which is usually in short term. As a result, Iran would be quite away from 
the global competition. With the integration of GATT into the World Trade 
Organisation, Iran's joining WTO would help the country's agricultural products, 
textiles, clothing, and sea food products to benefit from low tariff. This would have 
the additional advantage of reducing Iran's exposure to any threat or sanctions and 
making it possible for her to enter freely to the world's market. 
3-According to Iran's Oil Ministry , GATT's membership would help the 
competitiveness of Iran's petrochemical industry by reducing the barriers to the entry 
of its products to world markets. 
4- Iran is already a member of the Paris Convention for the Protection of Intellectual 
Property, and currently there is a debate on whether to join the World Intellectual 
Property Organisation (WIPO). Therefore, Iran's principled compliance fits in with the 
GATT agreement on patent and copyright protection. 
5- As a WTO member, Iran could join other developing countries in influencing the 
orientation and pattern of policies pursued by WTO, i. e. opposing the Multi Fiber 
Agreement, which imposes discriminatory quotas against low cost suppliers of textiles 
and textile products; and pushing for international antitrust rules and for other 
initiatives with respect to the international flow of capital and labour. Also, Iran could 
benefit from the WTO's debate settlement mechanisms to resolve some of the 
economic and environmental arguments it has with this or that neighbouring country. 
6- Regionally, WTO membership for Iran would reinforce the current trend toward 
economic liberalisation and undoubtedly enhance its neighbours' perception of Iran as 
a potentially profitable market. Of course, this, in turn, could have positive spill-over 
effects at the political and security levels that could promote stable relations in the 
region and beyond. 
2.5.2.2 The Disadvantages of Iran's Joining GATT 
I- Opposing arguments describe GATT as an instrument of the powerful 
industrialised nations and cite potential harmful effects of conforming to its rules and 
principles including higher prices for generic pharmaceutical products . 
26 
25Source: Iran's Custom Annual Report, 1995. 
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2- The Centre for Promotion of Iran's Exports announced that Iranian membership in 
GATT could harm the country's infant industries, as it would lead to a flood of 
imported manufactured goods. 
3- According to Iran's Ministry of Agriculture, Iran should not join the GATT club 
until it has balanced its foreign trade, and transformed its " one crop- oil economy. 
Of course, one of the main reasons that Iran has not been participating in GATT, 
has been due to Iran's past foreign trade structure, where 90 per cent of its exchange 
revenue was from its crude oil (a product which is not part of GATT's rule), and its 
non-oil export policy never included a certain rule, and it was not changed until the 
outbreak of the Iran-Iraq war (1980-88), which caused its oil revenue to drop by 50% 
to $ 6.5 billion in 1986. Because of the shortage of foreign exchange, the government 
adopted the so called 'export foreign exchange policy. The implication was that 
imports of raw materials, spare parts and intermediate goods had to be financed by the 
foreign-exchange earnings of industrial units from the export of their products which 
were non-oil goods and services. 
Although there are many revealed reasons for joining the GATT agreement, yet 
the result would put Iran into a group of nations that politically it may not want to be 
too closely associated with. On the other hand, the majority of its members such as 
developing countries and EU, are having good diplomatic relations with Iran, and the 
United States should recognise that it would be a smart policy to allow Iran to join the 
WTO. Hence this membership would direct Iran's energy into constructive economic 
engagement rather destructive political deadlock. 
The Iranian government, after a cease-fire with Iraq and starting its first 
development plan in 1989, continued its non-oil exports promotion policies, and 
granted various concessions to exports such as " import against export" facilities. The 
overall policy guidelines for the plan were import substitution strategy and promotion 
of non-oil exports on the basis of the country's comparative advantage. 
In sum, the short- and long-term advantages of joining the WTO far outweigh 
the unwanted consequences. Therefore, it is highly recommended that Iran, in order to 
join WTO, should do the followings: 
I- Merging governmental units: Today experience shows that in most developing 
countries, governments are transferring their management to private sectors. In doing 
so, the Iranian socio-economic plan has emphasised privatisation as well. 
26 Ali Sanaie, and J. R. Calvert, :" Does Iran Want to Join the GATT Club ", International Journal of 
Marketing & Marketing Research , June, 1997. 
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2- Deregulation : Another important issue that has been discussed in most GATT 
rounds is deregulation. It is a fact that helps reduce the government responsibilities, 
and develop the privatisation in a country. 
3- Standardisation : Quality control and standardisation are important issues, that all 
WTO's members ought to consider for their industrial and agricultural products. Iran 
also has emphasised standardisation in its Second Socio-Economic Plan and is getting 
International Standard Organisation ( ISO) licences for its products, so it can export 
its goods and compete in the international market. 
2.6 Iran's Overall Marketing Performance 
The performance of Iran's First Socio-Economic Development Plan ( 1989-94) has 
been quite successful through the reformation of the country's import and export laws, 
through the adaptation of appropriate foreign exchange and tariff policies for the 
stabilisation of policies and promotion of exports, and through increasing utilisation of 
agricultural and industrial production capacities for exports. 
2.6.1 Ratio of Non-Oil Exports to Total Exports 
From the point of view of Iran's economic plans, according to which non-oil exports 
should be substituted for oil exports in the long run, it is essential to review its ratio to 
total export for the appraisal of these plans . Since 1972 non-oil exports have been 
almost 16% of the total export in Iran. But suddenly, with the oil price increase in 
1977, the non-oil export quota reached only 3% of total export. This change caused 
more dependence on the outside world as well. In 1989 the share of non-oil exports 
increased again, and reached 7.9% of the total export. 27By looking at Table 2.7, we 
can see that Iran's share of non-oil exports increased by 7.5 % from 1984 to 1988, 
and that by 1994 ( i. e. end of Iran's first plan ) it had reached 25.17% (15.57% 
increase since 1988). 
27 Source: Iran Custom Annual Reports 1990-95. 
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Table 2.7 ( Iran's share of Non-Oil F. xnnrtc. to Tntq] 'F., xnnrt.,,, - 
199,4-9,4) 
Year Non-Oil 
Exports 
US $ Million 
Oil Exports 
US $ Million 
Total Exports 
US $Million 
Share of 
of Non-Oil to Total Exports 
(percentage) 
1984 361.1 16726 17087.1 2.1 
1985 465 13710 14175 3.3 
1986 915.5 10921.5 11837 7.7 
1987 1160.80 12175.2 13336 8.7 
1988 1036.0 9673 10709 9.6 
1989 1043.9 12037.1 13081 7.98 
1990 1312.2 17992.8 19305 6.797 
1991 2648.0 16013.0 18661 14.1 
1992 2744.9 17123.1 19868 13.8 
1993 3424.0 15146 18570 18.43 
1994 1 4824.5 14340.5 19165 25.17 
Source: Central Bank of Iran Reports ( 1984-94) 
2.6.2 Determinants of National Competitive Advantage 
According to Michael Porter ( 1990), " the answer to competitive advantage lies in 
four broad attributes of a country that shape the environment in which local firms 
compete to promote or impede the creation of competitive advantage". These are as 
follows : 
I- Factors conditions: The nation's position in factors of production such as 
capital, skilled labour, or infrastructure which is needed to compete in a given 
industry. 
2- Demand conditions : The nature and extent of domestic demand for the 
industry's product or service. 
3- Related and supporting industries. The existence or absence of supplier 
industries and related and supporting industries in the nation that are internationally 
competitive. 
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4- Firm strategy, structure, and competitiveness: The conditions governing creation 
of companies, their management , organisation, and the nature of domestic 
competition in the nation. 
Usually companies gain competitive advantage internationally where their home 
country allows and supports the most rapid accumulation of specialised assets, know - 
how, skills, and occasionally due only to greater commitment. Companies gain 
competitive advantage in industries when their home country affords steady 
information and insight into product and process needs. Companies gain competitive 
advantage when the goal of owners, managers, and employees support intensive 
commitment and sustained investment. Finally, countries succeed in particular 
industries because the environment at home is the most dynamic and the most 
challenging. It stimulates and produces firms to upgrade and widen their competitive 
advantage over time. In other words, nations are most likely to succeed in industries or 
industry segments where the determinants of national comparative advantage as a 
whole are most favourable. 
2.6.3 Comparative Advantage 
According to David Ricardo (1948), " absolute cost advantages are not a necessary 
condition for two nations to gain from trade with each other, but trade will benefit 
both nations provided only that their relative costs, that is, the ratios of their real 
costs, are different for two or more commodities". 
By considering common sense reasons for Iran's international trade, one should 
study the important principle that underlies all trade; that is, " the principle of 
comparative advantage". In Iran's case , the comparative advantage for non-oil 
product exports is relatively stronger than the oil sector . On the other hand, goods 
that relatively have a high cost in this case should be imported from other countries. It 
is sensible that Iran should export commodities in which the country has high 
efficiency and relatively low cost compared with the EU. 
On the other hand, by looking at the latest figures given by Tran's Foreign Trade 
Statistics during 1989-94, we can see that EU and Japan are Iran's major trading 
partners, and together they account for approximately over 70 per cent of Iran's 
merchandise exports, and 60 percent of imports. During Iran's First Economic Plan, 
Germany alone had over 25 per cent of Iran's total merchandise exports, and 24 
per cent of total imports. ( see 4.3.1 , Iran's Comparative Advantage). 
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In sum, trade depends on differences in comparative costs, and one nation can 
profitably trade with another even though its real costs are higher or lower in every 
commodity. 
2.6.4 Iran's Agricultural Performance 
By reviewing the Iranian agrarian structure, we encounter an enormous number of 
problems : the big size of the country, the great variety of natural and socio-economic 
conditions, the coexistence of nomadic and sedentary communities and repeated 
foreign invasions, all of which have combined to produce a diverse and quite 
complicated system of the land tenure, and social organisation of production. 
Furthermore, throughout the last decade , the agricultural sector comprising farming, 
forestry and fishing was the largest contributor to GNP. 
On the other hand, agriculture employs over 38 per cent of Iran's workers but 
accounts for only about 10 to 12 per cent of the GNP. Also , we see that only about 
12 per cent of the country's land can be farmed because of a severe water shortage . 
Therefore, Iran has been importing much of its food from Western countries in the 
past years. Wheat and barley are grown on about 75 per cent of the cultivated land in 
Iran. Farmers also raise such crops as corn, cotton, dates and other fruits, lentils, nuts, 
rice, sugar-beets, teas, and tobacco. Cattle, goats, and sheep provide dairy products 
and meat . 
28 
After the Land Reform Law was introduced in 1963, many landlords turned their 
attention toward cultivating their land. Employing hired labours, they managed this 
new reclaimed land by mechanised means, introducing machinery as much as possible. 
On the other hand, Iranian mechanisation created employment opportunities. For 
example, mechanised farms in the state of Gorgan, set up on uncultivated lands and 
involved in labour-intensive cotton cultivation, were of relatively high importance in 
providing employment for poor villagers in remote, underdeveloped areas. 
Furthermore, in the case of cultivated lands, mechanisation brought about 
unemployment. Thus, mechanisation came to be an important factor in agricultural 
production and consequently in the export sector. These elements mentioned above 
could have affected Iran's agricultural productivity in the past, and have become a 
pattern in recent years. 
28j. W. Jacqz, ' Iran: Past, Present, and Future', 1976. 
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Due to the reasons mentioned above, Iran's fundamental objective is to make 
agriculture the 'axis' of all development efforts. According to the First-Five-Year 
Development Plan, the share of agriculture is 12%, after the share of industry (21%) 
of Iran's recent total capital formation. 29 It is known that from 1988, when conflict 
between Iran and Iraq came to an end, and Iran's First -Socio-Economic and 
Development Plan in 1989 started, many changes in revealed comparative advantage 
has occurred, specially in the agricultural sector. 
2.7 Conclusion 
As more and more developing countries embrace open trade policies, a range of 
untried bargaining possibilities is created. The trading system has undergone many 
changes since the creation of the GATT in 1947. From the way the number of its 
members has been increasing , it appears that the system will have become universal by 
the end of the decade. At the same time, the trade policies of some developing 
countries, particularly the major trading nations, have drifted toward greater 
protectionism and discrimination through changes in their legislation and 
administrative practices. 
In sectors such as textiles, agriculture, and steel, existing restrictions and 
distortions to competition were enhanced. In short, even though world trade grew, the 
quality of market access conditions deteriorated because they were increasingly 
defined in terms inconsistent with the principle of non-discrimination and the objective 
of liberalising trade. Therefore an expanding share of world trade became subject to 
additional restrictions, bilateral agreements, or some form of managed trade. 
In sum, when trade has opened up, and when each country( Iran included) 
concentrates on its area of comparative advantage, every one is better off. Workers in 
each region can obtain a larger quantity of consumer goods for the same amount of 
work when people specialise in the area of comparative advantage and trade, with 
their own production for goods in which they have a relatively disadvantage. 
29Source: Iran Plan and Budget Organisation Report 1989-1993. 
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Chapter 3 
Review of Iran's Exports and Marketing 
Performance 
3.1 Introduction 
Iran has been active in expanding and strengthening its marketing ties with 
European countries like Germany, Great Britain, France, Belgium, and non- 
European countries such as Australia, India, and New Zealand. This involves 
economic development co-operation in fields like agriculture, and in traditional 
goods like carpets, fresh and dried fruits, pistachios, all kinds of skins and leathers, 
caviar, casings, gum tragacanth, cumin, cotton, detergents and soaps, inorganic 
chemical products, shoes, copper bars, clothes, stones, tiles, construction materials, 
and transportation vehicles. All in all, the total value of these commodities was 
approximately $2533 million dollars during 1991/1992. ' 
Iran's major revenue comes through selling its oil to over 22 countries, with a 
yearly income of over $ 16 billion. Due to the recent drop in oil price world- wide, 
Iran has been concentrating more and more on its exports of non-oil products. 
According to the Second-Development Plan, Iran is currently using a 
developmental marketing strategy for exporting its goods by improving the quality 
of industrial exports, increasing the export of finished goods, reducing the exports 
of raw materials, and restructuring the organisation and executive management of 
the industrial sector. 
3.2 Iran's First Socio- Economic- Cultural Plan (1989-1994) 
Iran's First Socio-Economic-Cultural Plan, approved by the Islamic Consultative 
Assembly, has given the government the mandate to adopt policies to liberalise and 
1 Source : Central Bank of Iran, 1992. 
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reconstruct the economy through privatisation and use of foreign capital. The 
major First -Five- Year- Development Plan directives were as follows : 
I- Inflation and Exchange Rate Policy : The government should adopt 
appropriate policies to control inflation by reducing the budget deficit, and 
control the multi-rate exchange rates by announcing a fixed exchange rate 
system. 
2- Pricing Policy: The rationing of the essential goods should be gradually 
phased out. The government is directed to reduce its control on the pricing of 
goods and phase out subsidies. 
3- Foreign Trade: The imports of essential and strategic goods will remain 
under government control. The productive units may import raw materials and 
capital goods themselves, on the basis of guidelines set by the government. The 
private sector is encouraged to participate in foreign trade and the government 
is directed to create equal opportunities for the individuals and firms to take 
advantage of import and export policies. The government is directed to adopt 
appropriate pricing and import policies to support domestic agriculture and 
industries. 
According to Iran's Five- Year Development Plan, in order to support and 
expand the non-oil exports, the government is directed to adopt appropriate 
pricing and taxation policies and provide necessary credit and insurance facilities 
for private exporters. 
4- Privatisation: It is highly recommended that the government should create 
appropriate opportunities for private sector participation in establishment of 
new educational and health industries. 
This chapter aims to review Iran's First Development Plan directives from 
economic, marketing, cultural, and financial perspectives, with the Second Five- 
Year Plan being taken up in chapter six. 
3.2.1 Inflation and Exchange Rates 
Inflation and exchange rates are two major factors that any developing country 
like Iran or Turkey could face during their socio-econon-tic-development plans. It 
would, therefore, be appropriate to focus attention on Iran's inflation and exchange 
rate systems and its related policy. 
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3.2.1.1 Inflation & Exchange Rate System 
From 1970 inflation has been one of the major problems for Iran's economy. With 
a devastating decline in oil production, since 1980 oil revenues, and significantly 
reduced imports of consumer goods, and industrial imports, domestic costs of 
production have increased . As Fig. 3 .1 shows, there was an 
increasing growth in 
customer price index( CPI) from 1965 to 1970. According to the International 
Financial Statistics Year Book, inflation rate increased constantly, and resulted in 
sharp annual rate of inflation growth, in particular from 1974 onwards, when the 
oil price shock occurred. In 1977, the inflation rate fell sharply from 27% to less 
than I I% in 1978, and remained unchanged till 1979. 
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Fig. 3.1 ( Iran's Inflation Rate 1965- 1979 ) 
Source: International Financial Statistics Year Book, 1980. 
As Fig. 3.2 demonstrates, from 1980 (one year after the Iranian Revolution) 
inflation decreased from 20 percent to less than 5 percent in 1985. From 1985 
until 1988, as the conflict between Iran and Iraq dominated policy, the inflation 
rate rose at approximately 5% per annurn to almost 30% in 1988. The crucial point 
appearing in the Iranian economy during the First Five-Year Development Plan 
was that the CPI initially fell back to about 10% before rising towards 30% in 
1994.2 This is a five year cycle that does not match the five yearly plans. 
' International Financial Statistics, Year Book, 1995. 
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Fig. 3.2 ( Iran's Inflation Rate 1980-1994) 
Source: International Financial Statistics, Year Book, 1995. 
Towards the end of the First Five-Year Development Plan ( 1989-94), the CPI 
rose sharply, due to a trade embargo resulting from the US sanctions, and also 
because of the high costs involved in obtaining needed foreign supplies through 
third parties. Iran's inflation may well have been brought about by two major 
sources: the government budget deficit, and the rise in private sector liquidity. 
3.2.1.2 Anti-Inflationary Policies 
Since the revolution, the Iranian government's anti-inflationary measures have 
included rationing, price control, subsidising essential imports, and basic products, 
and the distribution of essential goods through official channels. The Ministry of 
Commerce has the responsibility for the domestic procurement and importation of 
most of essential goods, and their distribution among retail outlets. Unlike the 
situation in many other inflation-plagued countries, the Iranian case shows a link 
between rises in liquidity and increases in price indices. Between 1977/78 (one 
year before the revolution) and 1990/1991, the M2 
3 money supply soared from 
IR 2,098 billion to IR 22,969 billion, almost 11 times. The decline of almost 4.5 
percent in GDP at the factor in constant 1982/83 prices meant a shift from 
IR 12,851 billion to IR 12,045 billion , showing that there was more money 
chasing fewer goods. 
3 M2 =M I( currency) + Quasi ( investment) 
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In sum, Iran's inflation model seems to be based on high interest rates 
almost' Galloping style ý4 after the revolution. Indeed, the surprising fact is that 
economies like Brazil and Israel, where the annual inflation is 200 percent and yet 
the growth is so rapid, have managed to perform so well for a time even though the 
prices have been galloping ( Samuelson, 1989). 
3.2.1.3 Foreign Exchange System 
Iran's exchange system has gone through several stages of transfon-nation in the 
direction of restrictions, quantitative controls, and a multi-rate structure. And of- 
course that was all because of an eight-year war with Iraq. Restricted regulations 
governing import payments and non-oil export receipts were significantly 
liberalised after the cease-fire, in accordance with the First Five-Year Development 
Plan, and its objectives. 
In 199 1, the regulations concerning non-oil exports and the surrender of 
export proceeds were largely revealed, in such a way that export proceeds could 
be sold to the banking system at the floating rate, or in the free market at the 
exporter's discretion, unlike the past when exporters were obliged to negotiate 
their reference export prices and surrender to the banking system at least 89 
percent of their earnings at the incentive rates. Under the post-1991 reforms in the 
exchange rate structure, three different exchange rates were established, instead of 
previous twelve. They were as follows: (a) the official rate in the form of receipts 
from oil and gas exports, (b) the competitive rate applied to sales by embassies to 
meet local expenses, and to the score of specific imports needed by domestic 
industrial enterprises, (c) the floating exchange rate which replaced the old 
intervention rate, and applied to all ordinary transactions. This rate is now variable 
and announced daily by the Central Bank of Iran. 
3.2.2 Price and Promotion 
In international marketing, price and promotion are considered as two major 
elements after product segmentation and selection. This section deals with Iran's 
general pricing policy and government influence over price during its First Socio- 
Economic Plan. 
4 Galloping style is a style of inflation , where prices start rising at double, or at triple rates. 
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3.2-2.1 Pricing Policy 
Pricing is a key element of marketing tool overseas. In the international marketing 
strategy, the marketer uses pricing as a second element after product policy. 
Therefore, the use of pricing as an active element in the economy and in marketing 
strategy requires the marketers to be aware of the limits to their ability to control 
the final prices charged for the consumers. Considering this research study, one can 
see there has been a link between price rises and foreign exchange shortages in 
recent years. 
Stringent government policies, such as price controls, rationing, and 
subsidisation, that were adopted after the Iran- Iraq war, gradually worked 
themselves through the economy and cut down the price spiral. A reduction in the 
current and public investment expenditures (with a resulting fall in budget deficit) 
during 1984/85 was accompanied by a slower rate of increase in private sector 
liquidity. Of course, the officially estimated increase in the consumer price index 
shows the rise in nominal aggregate demand, and foreign exchange gap. The link 
between price rises and foreign exchange shortages has also been plainly evident. 
The most obvious linkage between the fall in exchange revenues and the rise in the 
prices was due to drastic oil revenues, where as much as 67 percent of total 
government's revenues, has been from oil income. Accordingly, any drastic decline 
in the budgeted petroleum income is bound to result in a correspondingly larger 
budget deficit. Since budget deficits are ordinarily financed by borrowing from the 
Central Bank of Iran, prices tend to rise as more Rials begin to chase limited 
supplies of goods and services. Also a foreign currency shortage contributed to 
inflationary pressures on the Central Bank, and thus reduced the opportunity to 
curtail the excess money supply through the sale of oil dollars for Rials in the 
highly devalued free foreign currency market. 
As far as the principle of marketing is concerned, a safe approach to pricing policy 
in its relation to foreign currency earnings is to set prices on the basis of the 
following parameters : 
I- Internal purposes ( e. g. Iran's First Five-Year Plan). 
H- Assuring the business purposes, and financial goals(i. e. surplus). 
III- Target return with respect to public policy and the political standpoint. 
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Another approach in marketing is to stabilise prices, especially among the largest 
firrns including maintenance of marketing - And finally, the market leader in any 
country(e. g. Iran in the Middle East oil market) wants to set a price that is just high 
or low enough not to provoke retaliation by the competitors in the international 
market ( Myers. J, 1986). 
3.2.2.2 Government Influence Over Price 
Usually governments intervene in the pricing process as part of their overall 
programs to contain inflation, to improve their balance of payments, and to support 
local producers of agricultural and manufactured goods . Of course, these policies 
could affect profits, income distribution, and the firm's pricing in a variety of ways 
such as exerting via tariffs, and taxes in a country ( Terpstra, 199 1). 
Iran's case study during the period of the First Five-Year Program has 
shown, despite the upward inflationary movement, a price control by government 
as a tool for dealing with the problem of continuing inflation, shortages, and 
balance of payment , as well as for improving prices of its goods for export 
purposes, as an effective promotion policy in the international market. 
3.2.2.3 Promotion Policies 
Promotion is any effort on the part of a company intended to stimulate its sales 
through the dissemination of information to buyers or potential buyers ( Mazze, 
1976). In accordance with the First Five-Year Plan, the Export Development Bank 
has established ' Export Zones' abroad in partnership with foreign investors to 
promote exports of Iranian manufacturing products. 
In this regard, The Iranian Ministry of Commerce promoted its non-oil export 
goods by establishing an Export Promotion Centre in 1989 in Tehran. According to 
Iran's development plans the centre has been working with necessary investments, 
to ensure further access to the world markets by holding international fairs abroad, 
and inland, like Tehran's World Trade Fair that is held annually in Iran. 
3.2.2.4 Marketing Mix Strategy 
Price is only one element of the marketing mix, and it should be kept in balance 
with the other elements in developing a marketing strategy. A decade of work in 
marketing meta-analysis has produced empirical generalisations concerning 
parameters in models of price, and pricing, where the word 'price' means what 
people or organisations pay for some product/or service. In this study, pricing in a 
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marketing sense is followed, in one way or another, by competitors in such a way 
that for exporting some goods (e. g. oil products) Iran had been the price taker, 
rather than the price maker. 
Of course, there are different pricing objectives in the marketing. The most 
important of all is maximising profit through achieving a target return, obtaining a 
specified market share, stabilising prices, and meeting the competition. Marketing 
theory assumes correctly in most cases that the product or service ( and the whole 
marketing nfix) has to be matched to customer needs and wants. On the other had, 
the theory of global brands assumes that global customers with almost exactly the 
same " global tastes", can be found (Mercer, 1993). 
From the microeconomics point of view, pricing theory influences the market 
decision for setting the prices of given products under free market conditions, 
although it is not an easy task to achieve. That is why economists recommend us 
not to join a price competition, since it is to the disadvantage of the marketer and 
to the benefit of the consumer. 
In sum, considering Iran's economy, and the marketing strategy among 
developing countries, a developing country can be characterised as having: (a) a 
large number of small producers, and low per capita incomes; (b) a large 
percentage of employment confined to agricultural industries, and limited capital 
for allocation and storage facilities; and (c) heavy reliance on imports as a supply 
source for equipment, industrial supplies, and durable consumer goods . Also, by 
looking at the deflation of world's oil prices ( as low as $18/barrel), one can see 
the great importance of exporting of non-oil products in according with the First 
Five-Year Development Plan. 
3.2.3 Trade 
Once trade is started, each developing country like Iran would have to concentrate 
on those areas (or categories) that have comparative or potential comparative 
advantage to the Western countries like EU. 
3.2.3.1 Foreign Trade Policy 
Iran's foreign trade policy is categorised as a policy of non-dependence, and 
relative self -sufficiency from both the West and the East. Basically, the 
fundamental criteria determining the establishment of economic relations with 
foreign countries admittedly favoured politics first and economics second. During 
the 80's foreign trade policy changed in such a way that imports had to be 
restricted to capital and intermediary goods, and turned away from consumer 
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wares and especially ' luxury items'. Of course the intention was to reduce not only 
non-essential imports, but also aggregate consumption in order to shift resources 
towards increased productive facility, which was done by stimulating the non-oil 
products. 
The terms of trade in 1979/1980 was increased( 150 percent in total annual 
volume, and almost 100 percent in total value). In 1989 Iran's First Five- Year- 
Plan was estimated at $17.8 billion of non-oil exports, or about 15 percent of total 
foreign exchange revenues. In recent years, the government in Iran, as a controlling 
power of the market and the economy, has decided to make full use of existing 
capacities, standardising quality, and modem technology to remove complicated 
bureaucratic and customs regulations with a view to freeing exporters from selling 
their proceeds to the government at fixed rates, and expanding marketing ties 
through international trade fairs and other means. The other recent law in favour of 
exporting non-oil products has been 'the tax exemption granted incomes', and the 
ability of non-oil exporters to sell their proceeds at the floating rate of exchange 
(half the free market price). Under Iran's 1992 income tax law, exports of carpets 
and industrial handicrafts are 100 percent exempt from taxation, and non-oil 
traditional exports enjoy 50 percent exemption. On the basis of a report published 
by the Central Bank of Iran in 1992, emphasis on the development of industries, 
the production of machinery and tools for agriculture, an increase in the import of 
capital and intermediate goods, and the reduction of the import of consumption 
goods would result in the increase of non-oil products, and thus improve Iran's 
5 foreign trade status. 
3.2.3.2 Direction of Trade 
Iran's direction of trade, as determined by the Islamic Republic's ideological 
preferences, has been quite dynamic. Having been under sanctions over the last 
decade, and being a developing country, it has been trying to improve its relations 
with both western and eastern countries. By reviewing the lists of importers from 
Iran, one can say the following : 
The European Community increased its imports share from 40 percent 
during 1977/78 to 54 percent during 1990/91. Germany is number one purchaser 
of Iran's non-oil products, with Italy, Switzerland, France, and UK coming next. 
They have raised their share of imports from Iran, while France and Russia have 
lost part of theirs( Amuzegar, 1993). 
5 Kayhan Havai, March 11, and April 1,1992 
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On the other hand, it must be stressed that, despite trade sanctions against 
Iran, the United States, as revealed by US Press Report became its fourth largest 
supplier, with $750 rrfillion of direct sales in 1992, and indirect supplies of well 
over $1 billion. 6 
3.2.3.3 Foreign Trade and Economic Relation 
Iran's foreign economic relations since the end of hostilities with Iraq have been 
characterised by five principal dimensions: Contention with U. S. A, friendly links 
with EU & Japan, correct ties with Persian Gulf neighbours, ties with Central Asia, 
and the third world countries. Of course, this study's major concern is to focus on 
European countries, considering the fact that the European Union and Japan have 
been committed to such objectives as assuring the largest portion of Iran's needs 
for foreign financing from European and Japanese sources. Iran finds it beneficial 
to participate in international trade for many reasons: diversity of the conditions of 
production such as low wages, and differences in taste for its products, as 
compared with that of its neighbouring countries. On the basis of the general lines 
of strategy for the economic development of the country as determined by the 
Economic Council, oil export was increased during the First Five-Year Plan, so 
that the current exchange gained was used to meet the currency requirements of 
the country for reconstruction and for laying the foundations of its industrial and 
infra-structural poles. 
On the other hand, from the point of view of finding substitute resources 
for the currency gained through oil exports, non-oil exports will play a very 
important role in the future of the country's economy. Also the export of non-oil 
commodities, which amounted to $1.3 billion in 1990, comprised 55% of the 
overall target envisaged in the First Five-Year Plan. The distribution of the target 
was as follows: agricultural goods, 98.3%; carpets, 76.6% ; minerals, 34.2% ; and 
7 industrial goods, 14.9% . 
3.2.4 Privatisation 
It is widely believed that the size of the public sector in many countries, particularly 
in the developing countries, is unacceptably large. It is administered inefficiently 
and the services are of low quality. Therefore, the promotion of the private sector, 
46privatisation", would benefit the users of the public services and would also help 
the efficient allocation of resources. On the other hand, there are certain social and 
6Middle East Economic Digest, November 15,199 1, February 21,1992, and July 9,1993. 
7 Iran Plan and Budget Organisation annual Report, 1992. 
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economic concerns pertaining to the operation of the private sector. It is also 
believed that privatisation of an enterprise may lead to higher unemployment of the 
labour force. There is apprehension concerning the domination of market by giant 
firms and the emergence of monopolistic or oligopolistic practices( Letwin, 1988). 
According to a liberal classical doctrine(Smith, 1937), the free mechanism, 
without any barriers, would lead to the highest level of national income in a 
country. One of the main factors being counted as a determining factor in creating 
development is the existence of property rights. In an ideal economic and political 
system, the liberty has a major role for full competition, and public co-operation in 
a free market. 
On the other hand, in a "free market situation" the main goal should be profit 
maximisation for the firms, utility maxin-ýisation for the consumers, and income 
maximisation for the owner of the resources(i. e. natural resources , capital labour, 
entrepreneurship). 
It is well understood that in order to obtain the above goals the market 
should be structured on the basis of particular assumptions. The main assumptions 
are: many buyers and sellers, homogeneity of commodity , symmetry of 
information, non-existence of externality, and public goods which lead to 
"free rider" problem. However, the market structure in developing countries is 
inconsistent with those assumptions. 
A free market is functioning successfully when there is a full competition 
among the people involved. No market can survive without a relative ordinance, 
and domination of rational behaviour realities. In a similar vein, Adam Smith, in 
his ideal model for preventing the problems of market from discrimination, 
guaranteeing, and providing fair primary conditions for humans, proposed three 
pieces advice: establishing justice, maintaining security, and administering general 
public affairs ( Letwin, 1988). 
Lack of the above socio-economic pre-conditions would lead to 
government involvement and using planning to allocate resources, particularly in 
the public sector. Moreover, the sociologised conditions in question do not prevail. 
In sum, it can be said that the following outcomes are expected from a 
policy of privatisation in developing countries: 
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I- Privatisation would change the control of production units from government 
bureaucrats to self-interested shareholders. 
2- Commercial profitability would replace administrative objectives which are often 
based on individual or group political interests, rather than on well-founded 
economic efficiency goals. 
3- Allocation of credits would be based on a more efficient basis, as public 
enterprises would lose their privileged position in the financial market. 
4- There would be, by comparison, fewer opportunities for corruption, which itself 
is a possible source of mismanagement in the production sector and of efficiency in 
the economy as a whole. 
5- Privatisation is considered as a booster to economic growth, as increased value- 
added income and greater employment opportunity could improve living 
conditions. However, the income distribution effect of privatisation is a debatable 
point and it is believed to depend to some extent on the method of privatisation 
and the social and economic policies of a country. At the same time, as pointed out 
before, the general belief is that privatisation may result in unemployment as 
unproductive jobs will be eliminated when commercial management takes over and 
labour costs of operation are rationalised. 
6- Promotion of the private sector attracts foreign investment. First, foreign 
investors may look upon a country which encourages the private sector as a sign of 
potential assurance for the future safety of their own investment. Second, 
promotion of the private sector is considered as a right step towards better 
economic management in the country concerned. Third, international organisations 
such as the World Bank, IMF, and WTO consider privatisation as an important 
element of their recommended economic policies. Indeed privatisation is an 
inseparable part of the World Bank Structural Adjustment Policies for the 
developing countries. At the same time, foreign investors and financial institutions 
look upon the approval of these institutes as a sign of confidence in the economic 
policies of the country concerned. That is why the policy of privatisation has been 
one of the most significant components of economic structural policies in 
developing countries. 
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3.2.4.1 Iran's Case Study 
Iran's 1979 revolution, followed by eight years of an imposed war with Iraq, 
increased the role of the government in economic activities. Rapid nationalisation 
of companies and financial institutions after the revolution, was followed by the 
problem of managing those enterprises. Soon most of them came under the control 
of different foundations (e. g. Bonyad)8 with a very limited experience in managing 
large production or financial units. After a decade, the majority of these firms could 
not reach their pre- revolutionary levels of production. Although each sector, or 
even each firm, needs to be assessed individually, some general remarks can be 
made as to the existing problems in public enterprises . 
First, financial and management control systems have been inadequate. They 
all seem to suffer from the absence of clear and reasonable goals for the mangers 
and operators and measures to monitor their performance. Second, discretionary 
incentives to employees based on performance is missing. Material incentives are 
usually provided across the board and in the form of bonuses. These bonuses do 
not usually improve the efficiency of employees. Third, inadequate accounting 
practices in general do not give an accurate picture of firm's financial performance. 
Fourth, there is no accurate and systematic monitoring of these enterprises by the 
government, and particularly by the Parliament, yet. These factors indicate that the 
problem is not the existence of state-controlled enterprises but rather the type of 
management they possess. 
The experience of other Middle Eastern countries shows that privatisation is not 
necessarily the answer to their economic problems. Therefore, prior to embarking 
on a massive liberalisation project, policy planners in Iran must do a systematic 
study of its feasibility and its potential consequences, by reviewing Iran's Socio- 
Economical Developmental Plan, particularly as it relates to ecology, inequality, 
and rural-urban migration. Of course, such a study requires the establishment of 
clear goals like those set out in Iran's Development Plans. 
3.2.4.2 Institutional Changes 
Economic privatisation is as much a political program as an economic one. 
Through privatisation, the state control over the economy is not eliminated but 
8 Bonyad Foundation :A foundation that was established after the 1979 revolution in Iran, and 
which has taken over many production and financial units owned by Iran's former Shah and his 
relatives. Its major goal is to help the poor people, and those who suffered during the revolution 
and war. 
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rather re-articulated. The state continues to remain as a decisive agent in the 
resource allocation process. It is misleading to think that in developing countries, 
the state would give up its ultimate control over important economic enterprises. 
Privatisation can only make that control somewhat indirect. It is clear that public 
enterprises can become the vehicle for corruption of various forms: straightforward 
embezzlement and bribery for the personal gain, often at the expense of aid- 
financed projects; the development of cronyism through patronage at high levels; 
the siphoning-off of money and resources for party-political or factional purposes; 
and similar problems that require a fundamental re-evaluation and reform of the 
state's bureaucratic structure. 
Perhaps a more important change than economic privatisation in LDCs is a 
radical re-evaluation of the way in which public authority can be organised in 
order to eliminate the barriers behind which officialdom has always been able to 
hide. This could ensure that they are rewarded for performance and not simply for 
occupying positions or obeying orders. This would include a complete new vision 
of bureaucratic relations in which state officials will not have the monopoly power 
to exclude creative alternatives which might threaten their ability to go on doing 
things they find most comfortable. It also includes the development of effective 
mechanisms of continuous review and supervision involving not just other officials 
but also the public in general. Crucial to these processes, if they are to have real 
effect at all, would be a full access to information both by those directly involved 
and by an independent press. These political factors, which were mentioned above, 
could be more crucial in dealing with economic imbalances in LDCs than economic 
reforms centred around transfer of ownership or expansion of market competition. 
3.2.4.3 Summary 
Considering all the facts that have been pointed out about privatisation, one can 
say that it is not always a remedy for the development of the economy of 
developing countries. With the exception of a few Asian countries, the experience 
of economic liberalisation in the developing world has not been so positive. In 
other words, privatisation has not succeeded in improving the economic 
predicament of large sectors of the population. Income polarisation seems to be the 
result all over the world. There may be impressive initial gains, but sustaining those 
gains requires a fundamental transformation of institutions and attitudes. 
A common concern in many developing countries, including Iran, is the issue 
of which enterprises should be privatised and also the degree of partial or total 
privatisation. The future agenda of privatisation in many developing countries 
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consist of a classification of industries into those who should be totally, partially, or 
not at all privatised. These facts have been reviewed for Iran's First Five-Year 
Development Plan. One of the main objectives and orientations of development for 
a country like Iran is to gain economic independence and to broaden her exports 
to more than one sector such as oil. 
For this important objective two general policies have been taken into 
account: reducing the country's relative need for imports by expanding the 
intermediate and machine-manufacturing industries and changing the economic 
structure of the country; and expanding the non-oil export . In view of the fact that 
Iran, like other developing countries, has to have some imports, to provide the 
foreign exchange needed for imports, non-oil exports must be expanded and 
increased rapidly to substitute for the oil exports. This, of course, would be 
practical if the government officials used knowledge of the international market, 
marketing skills, and international competition to improve the quality of exports, as 
well as their ability to expand the non-oil products during its current Second 
Development Plan by drawing on the experience gained from the First- 
Development Plan. 
3.2.5 Education and Training 
Iran, being classified as a middle income country, had an adult literacy rate of 56%, 
and a population of approximately 59 million, in 1994. When this data is compared 
with that of its competitors who have a similar economy and a line of export ( e. g. 
Turkey with 82%, Algeria 66 %, and Egypt with 50% adult literacy), Iran is doing 
well. 9 
On the other hand, Iranian exporters and producers are getting up-to-date 
training courses and international certificates like International Organisation for 
Standardisation (ISO) 9000 series. But, compared with high income and 
industrialised countries like Germany and UK, who have adult literacy of 99%, and 
who have obtained ISO licences and trained their exporters , Iran lags behind. So, 
in order to export its goods to international level(WTO standards), it must speed 
up its education level and training, specially for its exporters, who are mostly 
government representatives, although by expanding privatisation in the country, 
more civilian people are joining exporters as well. 
9 Source: UN Development Report, 1994. 
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3.3 A Model of Export Marketing for Iran ( Non-Oil Products) 
Iran is a developing country, struggling with export marketing problems. Its major 
concern is to shift the majority of its exports from oil, raw materials and 
agricultural commodities to industrial goods and non-oil products by the end of its 
Second Five-Year Development Plan ( 1999). One of the main problems faced so 
far has been that no analytical studies of current Iranian export marketing have 
been conducted. The proposed model is based on the International Product life 
Cycle model and experience curve. 
The Japanese and the newly industrialised countries (NICS) of the Far East 
have made very effective use of these two concepts in their export marketing 
development, and can serve as an enlightening example in Iran's developing plan to 
become an industrialised economy. Therefore the determinants of national 
competitive advantages are discussed, and the role of government in nurturing and 
related enhancing competitive advantages will be addressed. 
One good example is the Vernon Three Stage Model. The way in which 
technological processes can influence the availability of exportable goods is 
through development of new products. Suppose a firm (or a country) begins to 
produce and market a new product based on a new process or technological 
innovation. At first, the firm's sales will be solely to domestic purchasers. As 
productive capacity expands and information spreads, foreign sales and exports will 
rise. At some time foreign producers will be able to begin production because of 
the licensing, and the expiration of patent protection, or by further adaptive 
innovation. 
At first, foreign production is not likely to be fully competitive with imports 
from the original innovator; but eventually, through tariff protection or the 
development of standardised technology, the advantage of the innovating firm will 
be lost. If new products reach a stage of highly standardised mass production 
( increasing return to scale), their technology may become relatively more suited to 
use in less-developed countries than when the product was first introduced 
(decreasing return to scale). "' 
In this model trade is a disequilibrium phenomenon. When technology is 
completely standardised, there will be no trade arising form this phenomenon. 
Trade comes with disturbances to this static equilibrium due to changes in 
technology. But in a modem economy these disturbances (innovations) are 
frequent enough to be considered the normal state of affairs ( see Fig. 3.3). 
'0 Source: Raymond Vernon, ' International Investment and International Trade in the Product 
Life Cycle', Quarterly Journal Economics, Vol. 80, May 1996. 
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3.3.1 International Product life Cycle Theory 
The study of actual trade patterns of manufactured goods from the United States in 
the 1970's has led to an international "Product Life Cycle" model ( Vernon, 1966, 
Wells 1968 and 1972). Vernon (1966) first developed a three-stage international 
product life cycle( Fig. 3.3), which was extended by Wells( 1972) to a five stage 
process (see Fig. 3.4 It is explained in the international product life cycle theory 
in a five stage model Ashegian and Ebrahimi, 1990) . On the basis of this theory, 
manufactured goods pass through a product life cycle: where the five stage model 
consists of A- Introduction, 2- Expansion, 3- Maturity, 4- Sales Decline, 
5- Demise. 
Stages of Product Development 
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Fig. 3.4 (The Wells Five Stage Model) 
As can be seen from sections a and b in Fig. 3.5, time is represented on the 
horizontal axis. The vertical axis in section 3.5a indicates the changes in US. 
domestic sales over time, whereas that in section 3.5b shows the net exports, 
measured on the vertical axis of different countries over time. 
In stage one, a firm in a developed country such as UK innovates a product 
at time to , and produces and sells it in the domestic market. During this stage, the 
firm has a vertical monopoly in the global market. As the firm's scope of operation 
increases and foreign demand is developed, the firm takes advantage of economies 
of scale and exports the product to other nations at time t, . Then at time t, the 
product enters the third stage, the income and the product prompt some firms in 
other developed nations to take advantage of the situation, start their own 
production, and compete with original manufacturer in those foreign markets. 
In some instances, manufacturers in industrialised countries also start 
production in foreign markets to take advantage of cheaper factors of production 
and to protect their share of the market, which could be in danger of being lost due 
to tougher competition in the foreign markets. As foreign producers grow and their 
ability to produce at lower prices increases, they start exporting their products to 
other countries at time t,. This moves the product to stage four (Q. At the final 
stage t, , the product 
becomes so accessible that it will be exported from 
developing countries like Iran to developed nations such as EU. " 
11 Source: Bahman Ebrahimi, and Parviz Asheghian, ' International Business', New York, 1990. 
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In sum, this theory indicates that many products go through a cycle during 
which high-income mass-consumption countries are initially exporters, then lose 
their export markets, and finally become importers of the product. At the same 
time, other advanced countries like South Korea shift their position of importers to 
exporters later in time, and still later, LCD's shift from being importers to being 
exporters of the product ( Keegan, 1989). 
On the other hand, De la Torre ( 1973) has a different approach to the 
international product life cycle, where he has investigated the product life cycle 
model by evaluating a product's performance in the global market and by 
predicting trends in international competitiveness which required strategic 
marketing and logistics adjustments. His study led to a proposed frame which 
would enable an international marketing manger to evaluate the product's 
performance world wide and to forecast changes in product performance over 
time. 
US Sales Volume 
0 
X>M 
Net Export of this Good 0 
tI t2 t3 t4 t5 
United States 
Canada, Europe 
&Japan 
Time 
ý/Unlted States becomes 
p a net Export, 
St 
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X<M 
Canada, Europe &Japan Rest of the World Rest of the World 
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X=Export 
Note: 
M=Import 
Fig. 3.5 ( Life Cycle of a Product) 
As a result of predicting future relative competitiveness of the product, the firms 
can anticipate any necessary changes in strategy which would reduce its 
vulnerability to changes in trade conditions. In addition, the proposed framework 
Time 
Rest of the World 
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evaluates the suitability of a marketing strategy for a market environment different 
from the market for which it was designed. 
According to the product life cycle theory, LDCs have a chance to make a 
breakthrough into the large and wealthy markets in developed nations during the 
last stage of the cycle. This, of course, is possible only if the LDCs realise the 
opportunity in a timely fashion. A good example is provided by reviewing the 
Iranian First Socio-Economical Plan. During the last stage of the cycle, the 
standardisation of the product and the solution of technology to the LDCs makes 
them capable of effectively competing in markets in the developed nations. 
Non-Oil Iranian export goods such as carpets, caviar, and non-organic 
chemical products could take advantage of the opportunities provided by the last 
stage of the product life cycle. To avail themselves of these opportunities, many 
LDCs have adopted policy reforms in favour of diversifying their exports from 
primary products and commodities to manufactured goods. 
3.3.2 Implications of Experience Curve for Export Marketing 
The Boston Consulting Group (BCG, 1970) modified and improved the concept 
of the experience curve. This concept dates back to aeroplane production in the 
US. in the 1920s. The experience curve refers to the inverse relationship between 
the accumulated volume of production and the unit manufacturing cost. Empirical 
studies have shown that, for many products, the unit cost of production falls as the 
volume of production increases. Increased efficiency or cost reduction is attributed 
to the following factors : 
I- Economies of Scale, which is realised due to the increased size of the 
production facility and the spreading costs over a larger volume of production. 
2- Learning Curve Effect, which is the result of the greater leaming of the 
manufacturing process and the use of more efficient equipment and improved 
production techniques. 
3- New improvement in design and processing. 
4- Increased control and bargaining power over the costs of capital, labour, and 
raw material as a result of larger size. 
The concept of the experience curve is also responsible for cost savings in 
marketing manufactured products. As a result, the unit cost of marketing a product 
decreases with increased sales volume. The theory of the experience curve has 
great implications for export marketing. Export marketing policy may significantly 
63 
Review of Iran's Export and Marketing Performance 
affect the costs of a product because of the volume it provides. If free trade is 
allowed in a country such as Iran, exporters can enjoy substantial cost savings due 
to potential increases in the volume of their exports to other countries. These cost 
savings will enable the Iranian exporters to better compete in world markets. 
Domestically, these cost savings may partially be passed on to the consumers. In 
addition, the cost savings resulting from the experience curve effect of increased 
exporting may curb overwhelming domestic inflation. Internationally, by increasing 
the competitive capabilities of the Iranian firms, export to other countries will 
increase. Of course this should positively affect the balance of payments for Iran 
and provide the much needed funds for the importation of capital goods and 
technology from the industrialised nations. 
3.4 The Model 
By looking at Iran's First Socio-Economical , Cultural and Development Plan, one 
can say that Iran is a country which occupies an intermediate position between the 
advanced and the less-developed world. What is happening in Iran today is similar 
to the socio-economic status of Japan 30 years ago, and to what some of the 
NICS went through about 15 years ago. The proposed export marketing model we 
are developing is based on the theories of the international product life cycle and 
the experience curve. The model consists of four stages and is obtained from the 
five-stage model presented by Kaynak and Gurol, 1986(see Fig. 3.4). 
Product Selection - Domestic Sales Exports to other LDCý -- Export to EL 
Fig. 3.6 (Export Marketing Model) 
3.4.1 Selection of a Product 
The first step in developing the model is to identify the products that are most 
suitable for exports. According to the international product life cycle theory (IPLC) 
, these products should 
be, or are, on the verge of moving to the mature stage of 
their life cycle. The products suggested for the model can be said to have the 
following characteristics : 
a) High content of domestic raw materials and components. 
b) Utilisation of high labour intensive technology to take advantage of low labour 
cost and help to improve national employment. 
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c) High level standardisation , so it allows taking advantage of the experience curve 
effects. 
d) High elasticity of demand. 
e) High domestic demand initially with potentially high international demand. 
Iran's non-oil products have the potential of the above specifications. They 
include textiles, toiletries clothing, footwear, leather clothes and accessories, 
glazed ceramic products, ceramic house wares, electronic, computer components, 
and packaged vegetable and foods. This list, however, is not all-inclusive because 
the selection of these products is based on the potential for future growth in the 
global market for export in this model. 
3.4.2 Domestic Sales 
After the appropriate products are selected, investments must me made to 
construct the needed production facilities. At this stage, the role of the 
government, which is part of its development plan, is crucial. The government 
should provide needed funds and technical support to those entrepreneurs who are 
interested in producing the selected product. On the other hand, the economies of 
scale are important considerations, and the domestic demand may allow taking full 
advantage of such economies . Inexpensive technology and machinery needs to be 
developed or imported from developed nations. Such technology should make 
provisions for increased capacity enlargements starting at a small production base, 
and experience can be accumulated at a quick rate. This would result in the 
lowering of costs and prices, and thus in a better global market penetration. 12 
3.4.3 Exports to the Countries in the Region and other LDCs 
Once the necessary experience is gained by the Iranian producer and the costs of 
production are lowered , larger and relatively more sophisticated and capital- 
intensive manufacturing facilities should be provided after the Second Five-Year- 
Development-Plan. This will set the stage for exporting to other middle-eastern 
countries. Export activities should be then extended to LDCs , outside the Middle 
East . The exporting activity will 
increase international marketing experience and 
will further lower costs and prices. The lowering of prices should further stimulate 
domestic, as well as international, demands. 
12 Note: Domestic Sales data was not reliable, and therefore was not very important, so it was 
disregarded. 
65 
Review of Iran's Export and Marketing Performance 
3.4.4 Exports to the Developed Countries( EU) 
At this final stage, Iran should invest in bigger and more sophisticated 
manufacturing facilities to produce for larger markets in the developed nations 
(EU). During this time Iran, having gained experience in the First Five-Year-Plan, 
should be able to exploit technology and experience similar to the procedures in 
the developed countries. By utilising relatively cheaper labour, Iran should not face 
great difficulty in providing comparable products at competitive prices in these 
highly priced sensitive products. Of course, before exporting to EU, the quality 
preferences and standards of the targeted advanced nations should be fully 
evaluated. Finally, product improvements should be made to satisfy the quality- 
conscious customers in these markets. 
In sum, based on the empirical findings of the international product life cycle 
and experience curve, and in the light of the First Five-Year-Development Plan 
outcome, Iranian manufacturers, and exporters in general, should use marketing 
strategies like those used by the Japanese between 1950s, and 1960s such that they 
should first market their products domestically, and then begin exporting the non- 
oil products to the countries in the region, as well as to other LDCs. Having gained 
experience in the first developing plan, Iran should be able to seek export markets 
in the developed countries, specially EU. 
3.5 Iran's Second Development Plan ( 1994-99) 
Developing non-oil exports, and reducing dependency on oil revenues for 
providing the country's needs for exchange, is part of the Iranian Second Socio- 
Economic Plan. In the process of the first plan, the increase of national products, 
together with provision of foreign trade facilities, has caused non-oil exports to 
increase simultaneously. While the value of non-oil exports in 1989( i. e. beginning 
of the first plan) was almost $1 billion, it increased to over $ 4.8 billion in 1994 
(i. e. end of the first plan). According to the Second Socio-Economic Development 
Plan, the total value of non-oil export will probably reach $ 27,527 billion 
estimating the average increase of 8.4% yearly. The objective of the second plan 
is to continue the first plan and complete those goals that have not been achieved 
yet. The major goal of the second plan with respect to the foreign trade policy is 
to stabilise the exchange rate value by (1) fixing the exchange rate, and (2) 
facilitating the conversion of the currency into the floating rate. 
On the other hand, according to the amendment 44 of the Iranian 
Constitution, the government can give the import/export of goods to the private 
66 
Review of Iran's Export and Marketing Performance 
sectors with respect to the Second Development Plan policy. As far as Amendment 
45 of the Constitution is concerned, the government owns the mines and can give 
them to the private sector for the process of deregulation, thus making a 
competitive environment for better export of its non-oil products. " 
3.6 Conclusion 
Having analysed Iran's First- Socio-Economic- Development Plan from the aspects 
of inflation, pricing, trade, education, and training, PLC theory is used to examine 
non-oil products, and the experience curve provides a useful concept also. The 
main export marketing model has been introduced in this chapter and leads into 
comments on the Second Development Plan. 
In sum, in the past decades European countries, and recently the Far-Eastern 
countries, have achieved some economic and marketing developments, which is, of 
course, due to the hard working of their people and their governments basic 
planning. In Iran's case, during the First Five-Year-Socio-Economic-Development 
Plan. ) some fundamental strategic and economic 
decisions have been made, 
especially for expanding non-oil exports. In the process of the first plan, the 
government has tried to eliminate the dealership economic structure, and replace it 
by a productive one. In the second development plan, of course, the aim is to 
continue the first plan policies, such as balancing the sources and consumption of 
budget, savings , and 
foreign trade policies. And last, but not least, the possibility 
of joining international organisation like WTO is stressed. 
For a developing country like Iran, which has difficulties with its exchange 
rate, with exporting its goods, and with a negative exchange revenue, cannot rely 
on its oil as a sole source of income. Therefore, it is rational that the country 
should organise its economy with the aid of its non-oil exports as an only 
alternative to provide the necessary exchange. And, of course, by joining the World 
Trade Organisation, the exchange value problem could be eliminated to some 
point. The next step is to look at Iran's Marketing performance specifically in 
relation to non-oil products to the EU. 
13 G. H., Memarzadeh, 'General Policies, Strategies and Goals of The Second Five Year- 
Economic, Social and Cultural Development Plan of Islamic Republic of Iran', 1996. 
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Analysing Iran's Marketing Performance for 
Non-Oil products to EU 
4.1 Introduction 
The European community went through a change resulting in the " Single 
European Market " in 1992. The process was intended to lead to greater internal 
trade, and actually resulted in a higher share of competitive exports, especially 
from the developing countries. One possible factor was the latest Uruguay Round 
of GATT which caused a 2.8 % increase in all developing countries' exports to the 
EU ( Page, 1994). 
Export growth is one of the major objectives of Iran's Socio-Economical 
Developing Plan. Of course, this aim would not be practical without an effective 
developmental marketing strategy. In view of this fact, great emphasis has been 
put on the development of export promotion, with various concessions to 
exporters such as ' import against export facilities', an Export Promotion Bureau ( 
EPB), and a new Export Development Bank ( EDB) with an initial capital of $ 700 
million in 1991. 
4.2 Iran's Direction of Export 
In Fig. 4.2.1, it is shown that Iran's direction of world's exports is shared as 
follows: Europe, 50.313 %; Asia, 45.17 %; US, 3.528 %; Africa, 0.595 %; and 
Oceanic, 0.394% in 1994. As can be seen in Fig. 4.2.2 , Iran's 
direction of 
exports in 1993, was over 44 % to EU, 16 % to the Middle East , 8% to other 
Analysing Iran's Marketing of Non-Oil products to EU 
Asian countries, 3% to US & Canada, 3% to Africa, and 26 % to the rest of 
world. ' 
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Fig. 4.2.1 Iran's Direction of World's Exports, 1994. 
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Fig. 4.2.2 ( Iran's Direction of Exports, 1993) 
On the other hand, the main policy of Iran after the 1979 revolution was 
directed to third world countries and LDCs, as shown in Table 4.1, but still, due to 
importance of trade with EU , Iran's export to EU was over 49% in 1994. 
Selected Least Developing Countries Exports From Iran, US $ Million 
Pakistan 118 
SriLanka 90 
Kenya 20 
Bangladesh 6 
Table 4.1 ( Iran's Exports to Selected Major LDCs , 1994) 
1 International Financial Statistics Year Book, 1994. 
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Source: Direction of Trade Statistics Year Book, 1995. 
In summary, considering the increase of developing countries' market share 
in the European Countries after 1992, and the recent WTO effect on trade policies 
( limiting trade barriers), Iran as developing country can increase the export of its 
non-oil products to over 15 European Union members. 
4.3 Foreign Trade Analysis ( 1989-1994) 
One of the approaches that governments use to curb inflation is through trade 
policy. Generally speaking , policies that restrict imports will raise inflation when 
they are imposed , and lower inflation when they are removed . Because 
governments put restrictions on imports by using "Fiscal Policy", they can support 
domestic and local industries. This means that their local industries usually cannot 
compete with the same foreign competitors for reasons such as performance, and 
lack of a well-established marketing organisation. Therefore, by imposing 
restriction on imports a big price difference between local and foreign goods will 
appear. In other words, "inflation" will occur due to this trade policy. 
On the other hand, governments can curb inflation through " Monetary 
Policy". Once inflation is raised in a country like Iran ( due to restricting imports 
and other factors) ,a product "V that used to be 
$2 = IR 6000, suddenly 
becomes $3 = IR 9000 ( where exchange rate is $1= IR 3000). As a result, due to 
inflation Iran's trade partners like EU that have been importing the product "X" for 
$2, may either not buy the product at this price, or reduce its purchase. Also by 
devaluation of exchange rate system , 
for a product "Y" that sells for $3 = IR 
9000 ( where $1 = IR 3000 ), but is suddenly lowered to $2 due to a new 
exchange rate( $1= IR 4500) and a decrease in the national money, we would have 
more demand and thus we could increase our exports. Iran's First Five -Year Plan 
emphasised foreign trade on the basis of guidelines set by the government for 
encouraging the private sector to participate more in export/ import programs. 
Another major point that reflects the behaviour of other variables is the 
government deficit. One way of checking the degree of deficit is by comparing the 
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real values of export, "x", and import, 4, rly)2 . 
By using the data from International 
Financial Statistics Year Book, from 1984 to 1994, and computing the ratio for 
real export and real import, one can see that there is IR 318.84 billion deficit in 
1988 (see Fig 4.3.1), and there is of course IR 3,485 billion surplus in 1994, the 
last year of the First Five Year Plan (see Fig. 4.3.2) . 
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4.3.1 Iran's Comparative Advantage 
An empirical analysis of Iran's comparative advantage would not be complete 
without covering Iran's trade with all major industrial countries. It must, however, 
be pointed out that the EU has been the focus of this study because of its 
importance in Iran's marketing performance and the availability of data. Also by 
looking at Table 4.2, one can see that Iran's percentage of exports ( including oil- 
and non-oil products) to EU from 1988 to 1990 was increased by 7.12 %, although 
due to several economic and marketing reasons, including the establishment of new 
Soviet Republics(e. g. Azarbayejan, Turkamenistan, etc.. ) during 1990 onward, the 
total percentage of exports to EU decreased to 28.52 % in 1994 ( 3.1 % decrease) 
by reason of ease of transportation and lower costs for exports of products to 
these new Soviet Republics. 
Year Imports into 
Iran 
US $Million 
Percentage of 
Total Imports 
Exports From 
Iran, 
US $Million 
Percentage of 
Total Exports 
1988 3606 44.13 3393 31.68 
1989 5045 39.30 4836 36.90 
1990 6970 43.80 7493 38.80 
1991 10066 46.10 5657 30.30 
1992 11281 48.70 5234 26.30 
1993 6839 46.10 6186 33.30 
1994 4852 40.20 5466 28.52 
Table 4.2 ( Trade Between Iran and European Union) 
Source: Direction of Trade Statistics Year Book, 1995. 
By analysing and comparing Iran's major trade partners during 1994-95, one 
can see that Germany, Japan, and UK had an average of over 8% decrease in their 
total import from Iran, although France and Italy had over 20 % increase. On the 
other hand, UK is the one of the few countries with 15% increase in their total 
exports to Iran, but the other countries like Germany, Japan, France, and Italy had 
over 9% decrease in their total exDorts to Iran ( see Table 4.3). 
Trade partner 
Country 
Export to Iran 
x 
US $ Million 
Compare to 
1994, x, % 
Percentage 
Import from 
Iran, 9 m9 
US $ Million 
Compare to 
1994, m, % 
Percentage 
Germany 2,652.8 09 Decrease 1,315.2 13 Decrease 
Japan . 1 ý004.8 
35 Decrease 4,284.8 06 Decrease 
France 912 37 Decrease 21220.8 20 Increase 
UK 832 15 Increase 313.6 05 Decrea 
Italy 572.8 39 Decrease 19888 55 Increase 
Table 4.3 ( Iran's Major Trade Partners, 1994-95) 
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In summary, it can be said that Iran, with excellent natural resources and also 
a relatively sufficient and cheap labour supply in comparison with its competitors 
in the region, has a comparative advantage that can be divided into finished goods 
such as rugs, carpets, textile, and clothing , and intermediate goods like steel. 
4.3.2 Commodity Pattern of Trade 
By looking at Iran's pattern of trade during the last decade, one can see that the 
primary semi-processed products ( from casings to carpets) dominate her exports 
to EU. Exports of manufactured goods accounted for almost 50 percent of Iran's 
non-oil exports product, although until 1994 oil exports counted for 75 percent of 
the total exports. 
In the period of the study ( 1989-94), by using the data available in Tables 
4.4.1 through 4.5.3, we can observe that carpets and rugs( export item number 
58/01-02) are among the highest non-oil exports to EU , US 
$ 249.0 million , and 
that they increased to US $1.4 billion almost 30 percent of Iran's non-oil exports 
and foreign exchange revenue in 1994 end of the first plan). The second highest 
export products to EU were fresh and dry fruits ( export item number 08/01- 
08/13), where in 1989 (the beginning of Iran's First Development Plan) they 
fetched US $ 192.953 million , which by 1994 
it reached US $ 288.4 million. 
Caviar ( export item number 16/04) accounted US $ 16.82 Million in 1989, and it 
increased to US $ 20.95 million in 1994. The fourth highest export item to EU has 
been clothing and related items (item number 60/03- 61/10) that has increased its 
market share from US $ 4.981 million in 1989 to US $ 11.418 million ( 2.37 
percent of Iran's total non-oil export) in 1994. 
4.3.3 Evaluation of Comparative Advantage Indices 
For evaluation and analysis of the net trade indices between Iran and EU, we 
should review and compute the changes in the index during the first plan ( 1989- 
94) for the categories in which a comparative advantage has already been revealed 
(see 2.5.3). By reviewing different economists' views on indices for measuring the 
comparative advantage from trade patterns between countries, we have found that 
the research of the first group of economists who analysed the work of Balassa 
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was based on trade data, and that other economists applied both trade and 
production as well as consumption data. Kalbasi (1995) for example examines 
several possible ways of developing an index of comparative advantage and applys 
them to OECD data for Iran's world-wide trade. 
We intend to limit ourselves to analysing Iran's Trade statistics and 
concentrate on Iran's Customs Data which is coded and in the wrong currency but 
is kept in more detail than the OECD data which is only a2 digit classification for 
Iran. Indeed Kalbasi(1995) comments that using OECD data for the period since 
the revolution he is unable to determine accurately what has happened to some 
disaggregated categories and ends up therefore with a conclusion that " if the 2 
digit SITC has increased from 77 to 91 then it has probably increased for the 
specific disaggregated category. " By using Custom's data we can identify specific 
products rather than economic classification groups and hence produce more 
achievable recommendations than hitherto possible. 
It is possible to develop an Index of Revealed Comparative Advantage 
based on actual trade figures (RCA, ). By looking at the equation 4.1, we can 
analyse the comparative advantage indices as a reference to Iran's net trade 
performance during the First Socio-Economic Development Plan, and determine 
the potential of either exporting or importing or both at the same time within a 
specific product classification. 
Xij - Mij 
RCA*l = Equation 4.1 
Xjj + Mij 
Where :X ij = Iran's export of a specific product 'J" to another country . 
M ij = Iran's import of a specific product 'J" from another country. 
i= index range from i=I to n. 
For example, to see Iran's Revealed Comparative Advantage and net trade indices 
for products like rugs and carpets ( item # 58/01-02) to EU in 1994, we can 
calculate RCA by using the above equation as follows: 
1400.245 - 29.462 
RCA ==0.96 
1400.245 + 29.462 
UNIDO(1982), ' Changing Patterns of Trade in World Industry: An Empirical Analysis on 
Revealed Comparative Advantage, New York, United Nations. 
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Therefore, by applying equation 4.1 we are actually dividing Iran's net trade 
for a product ( like carpets exported to EU) into Iran's total trade with EU within 
the same product. In Table 4.4 we can see the result of Iran's net trade indices 
with EU for four top products. Fruits and vegetables, including pistachios were 
the first category of goods that had an RCA of 0.99 . Carpets and rugs are 
considered Iran's traditional export items, and have the second highest level of 
Revealed Comparative Advantage of 0.96. This is due mostly to the traditional 
status of a low-labour intensive products in Iran since the beginning of this century. 
The main reason why carpets had a lower RCA could well be the existence of high 
tariffs and trade barriers that have been imposed by EU and WTO members on 
Iran. Caviar is the major export item of Caspian Sea, in the north of Iran, and it 
has been a strategic non-oil export product for both Iran and the former Soviet 
Union. However, since the creation of the new soviet republics, Iran has been 
increasing its exports quota in caviar, as well as its fish products such as shrimp in 
the Persian Gulf . As shown in Table 4.4 , caviar and fish products had the third 
highest Revealed Comparative Advantage ( 0.91) in 1994. The last category is 
clothing accessories, which had an RCA of 0.89. There are, of course, many 
reasons why clothing has a lower RCA. One reason could be the price of raw 
materials; the other could be the textile industry. However, both parameters are 
related to the foreign exchange, considering the fact that Iran's industries have 
been affected by the exchange rate system change, especially the textile industry. 
Thus, we can observe the main reason why the index for clothing is lower but still 
positive. 
Table 4.4 ( Positive Net Trade Indices for Iran's Trade with the EU , 1994) 
ToD ProduCtS3 
Product Code # Range (0.80 to 1.00) 
Fresh & Dry Fruits 08/01 through 08/13 0.99 
Rug &Carpet 58/01 58/02 0.96 
Fish, Caviar &Shrimp 16/04,03/01,03/02 0.91 
Clothing Accessories 60/03 through 61/1 0.89 
3 Note: Trade indices was calculated on the basis of RCA ( Equation 4.1) 
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On the other hand, EU and other western countries have known Iran for its 
traditional export goods like carpets, caviar , and 
fruits in the past, whereas they 
may not perceive Iran as a fashion country specially for clothing. One must 
consider the fact that Iran, with a relatively cheaper labour force than EU, can have 
a revealed comparative advantage in both textile and clothing industry. 
4.3.4 Iran's Non-Oil Export Products to EU (1989-94) 
To review Iran's direction of trade to the required detail, data had to be manually 
collected on Non-Oil export product. The data collected throughout this research 
were from major source of Iran's Custom Reports ( 1989-94). The data collected 
from Iran's Custom reports ( see Tables 4.4.2 to 4.5.2) are, together with their 
coded product numbers, published in Farsi. These data (i. e. Non-Oil exports 
products) had to be decoded before being analysed and converted to US $ dollars. 
It should be noted that our calculation for the 1989- 92 period was based on 
IR 70, and for the 1993-94 period $= IR 1750. 
We can see Iran's top 5 product exported to EU for 1989. They are shown below 
(Table 4.4.1) . 
Top Product Exported to EU US $ Million 
Carpet& Rug 249.2 
Pistachio 183.8 
Casings 24.20 
Caviar 16.80 
Fruits 9.20 
All Products 6 19.78 
Table 4.4.1 ( Iran's Top 5 Product exported to EU, 1989) 
By looking at individual EU Countries we can see Germany has the most 
carpet, pistachio, and casings imported from Iran, Belgium has the most fruits, 
France and Denmark has the most caviar respectively in 1989 ( Table 4.4.2) . 
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EU, '89 Exports Item # 
58/01-58/02 
Carpet-Rug 
US $ Million 
Export Item # 
08/01-08/13 
Fresh/Dry Fruit 
US $ Million 
Export Item # 
08/05 J1 
Pistachio 
US $ Million 
Export Item # 
41/02-42/02 
Leather Skin 
US $ Million 
Germany4 172.15 3.649 152.97 
Italy 40.50 0.0025 7.455 - UK 7.843 0.523 9.663 0.00243 
France 11.03 0.1215 3.061 - 
Belgium 3.887 3.887 0.0018 
Austria 7.595 0.1146 1.363 
Holland 1.309 0.8042 0.437 - 
Spain 1.525 - 6.132 0.01730 
Sweden 2.752 0.0510 0.977 0.00115 
Luxembourg 0.027 - 1.602 - 
Denmark 0.397 0.0557 
Greece 0.1634 - 0.0831 
Finland 0.0667 0.132 - 
Portugal 0.028 - 
Ireland 
_0.00282 - - - Totals 249.275 9.284 183.80 0.0208 
Table 4.4.2 ( Iran Non-Oil Export Products to EU, 1989) 
EU, '89 Export 
Item # 
16/04 
Caviar Can 
US Million 
Export 
Item# 
05/04 
Casings 
US $ Million 
Export 
Item # 
13/02-Al, 2 
Gum 
Tragaca 
US $ Million 
Export 
Item # 
09/10 B1 
Saffron 
US $ Million 
Export 
Item # 
09/09 B&J 
Cumin 
US $ Million 
Germany 3.689 24.28 0.753 0.167 0.0028 
Italy - 0.0202 - 0.146 - 
UK 0.195 - 0.462 0.0041 0.00054 
France 8.437 0.00445 0.0247 0.1401 - 
Belgium - - - - 
Austria 0.352 0.449 0.00076 
Holland - - - - 
Spain 0.613 0.0425 - 0.1661 
Sweden - - - 0.0137 
Denmark 3.888 0.0163 - - 
Finland - 0.0544 - - - 
Totals 16.82 24.76 1.688 0.637 0.00334 
Table 4.4.2 ( Continued) 
Source: Iran's Custom Reports, 1989-94 . 
'Germany: Include old West & East Germany 
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EU'89 Exports item # 
55/02-55/09 
Cotton 
Product 
US $ Million 
Export Item # 
92/02 
Musical 
Instrument 
US $ Million 
Export Item # 
32/09-39/02 
In Organic 
Product 
US $ Million 
Export item # 
64/01-64/02 
Shoes 
us $ 
Million 
Export item # 
09/02 
Tea 
us $ 
Million 
Germany 0.839 
Italy 0.00180 - - 
UK - 0.0015 0.003502 
France - - - - - 
Belgium - - - - - 
Austria - - - - - 
Holland - - - - - 
Spain 
Sweden - - - - - 
Luxembourg - - - - - 
Denmark - - - - - 
Greece - - - - - 
Finland - - - - - 
Portugal - - - - - 
Ireland I- - - - - 
Totals 1 0.8408 0.0015 - 0.003502 - 
Table 4.4.2 ( Continued) 
EU'89 Exports Item # 
60/03-61/10 
M/W 
Clothing 
US $ Million 
Export Item # 
25/14-15, 
26/01 
All Kind 
Stone 
US $ Million 
Export Item # 
73/18,40, 
69/08 
Construct. 
Material 
US $ Million 
Export Item # 
03/01 
A2, B, D& 
#03/02 D 
Fish 
US $ 
Million 
Export Item 
03/03 
A-J 
Shrimp & 
Shell 
us $ 
Million 
Gen-nany 1.257 0.0142 0.0565 0.0839 0.00109 
Italy - 0.1867 0.000145 - 0.000374 
UK 0.1109 0.000308 - - - 
France 3.57 0.00615 0.00492 0.0835 
Belgium - 0.753 - - 
Austria - - - - - 
Holland 0.00524 0.00328 - 0.00525 2.034 
Spain 0.0078 7.966 - 2.55 - 
Sweden 0.0071 - - - 
Luxembourg - 
Denmark 
Greece 
Finland 
Portugal - - 
Ireland 0.0233 - - - 0.0051 
Totals 4.981 8.93 0.061 2.72 2.04 
Table 4.4.2 ( Continued) 
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We can see Iran's top 5 products exported to EU for 1990. They are shown below 
(Table 4.4.3). Fruits and casings have reduced substantially in compared with the 
previous year (1989), although the rest of the product have sharply increased. All 
the products exported from Iran to EU increased by over US$64 million since 
1989. 
Top Product Exported to EU US $ Million 
Carpet & Rug 339.2 
Pistachio 181.5 
Casings 19.2 
Caviar 18.4 
Fruits 4.60 
All Products 683.5 
Table 4.4.3 ( Iran's Top 5 Product exported to EU, 1990) 
By looking at individual EU countries we can see Germany has the highest carpet, 
pistachio, casings, caviar, and fruits imported from Iran, whereas Italy is next in 
carpet and pistachio, France and Denmark has the highest caviar respectively in 
1990. Also we can see Germany, Italy, France, and UK had the most increase in 
their import from Iran among the other EU member countries in compare with 
1989 (Table 4.4.4). 
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Exports Item # 
58/01- 58/02 
Carpet-Rug 
US $ Million 
Export Item # 
08/01-08/13 
Fresh/Dry Fruit 
US $ Million 
Export Item # 
08/05 J1 
Pistachio 
US $ Million 
Export Item # 
41/02-42/02 
Leather Skin 
US $ Million 
Germany 5 214.875 2.715 124.91 0.763 
Italy 80.24 0.339 23.953 - 
UK 13.545 0.539 12.540 - 
France 16.985 0.3609 4.5720 0.3004 
Belgium 7.199 0.00113 0.0618 - 
Austria 0.412 0.425 0.4580 
Holland 1.302 0.0999 1.9580 - 
Spain 0.256 0.0039 2.1520 0.0297 
Sweden 3.21 0.0987 0.1380 - 
Luxembourg 0.0909 - 
. 7.9620 
Denmark 
_ _0.652 - Greece 0.354 - 2.450 
Finland 0.1605 0.0150 - 
Portugal 0.00825 0.000697 0.437 
Ireland 0.0051 - - 
Totals 339.29 4.598 181.59 1.093 
Table 4.4.4 ( Iran Non-Oil Export Products to EU, 1990) 
EU' 90 Export 
Item # 
16/04 
Caviar & Can 
US $ Million 
Export 
Item # 
05/04 
Casings 
US $ Million 
Export 
Item # 
13/02-AI, 2 
Gum Tragaca 
US $ Million 
Export 
Item # 
09/10 B1 
Saffron 
US $ Million 
Export 
Item # 
09/09 B& J 
Cumin 
US $ Million 
Germany 3.867 19.09 0.574 0.271 0.04500 
Italy 0.0895 - - 0.093 - 
UK 0.674 0.0154 0.333 0.682 - 
France 9.364 0.0134 - 0.1185 0.000044 
Belgium 0.517 - - 0.0064 - 
Austria - 0.1805 0.1805 0.0007 
Holland - - - - 
Spain 0.2003 0.682 
Sweden - 0.003 
Luxembourg - - 
Denmark 3.732 
Greece - 
Ireland - - - 
Totals 18.44 19.29 1.0875 1.856 0.04504 
Table 4.4.4 ( Continued) 
5 Including West and East Germany ( 1990). 
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EU, '90 Exports Item # 
55/02-55/09 
Cotton 
Product 
US $ Million 
Export Item # 
92/02 
Musical 
Instrument 
US $ Million 
Export Item # 
32/09-39/02 
In-Organic 
Product 
US $ Million 
Export Item # 
64/01-64/02 
Shoes 
Product 
US $ Million 
Export Item # 
09/02 
Tea 
Product 
US $ Million 
Germany 1.0780 0.00160 
Italy 0.0029 0.00005 
UK - 0.00128 
France 0.00063 
Belgium - - 
Austria 0.0017 0.00046 - 
Holland 0.0987 0.00008 0.00049 
Spain 0.0009 - - 
Sweden - 0.00002 
Luxembourg - - 
Denmark - 0.00868 
Greece - - 
Finland - 
Portugal - - 
Totals 1.182 0.0128 0.00049 
Table 4.4.4 ( Continued) 
EU, '90 Exports Item # 
60/03- 61/10 
Nw 
Clothing 
US $ Million 
Export Item # 
25/14-26/01 
All Kind 
Stone 
US $ Million 
Export Item # 
73/18,40, 
69/08 
Construct Material 
US $ Million 
Export Item # 
03/01 
A2ýB, D 
03/02 D 
US Willion 
Export Item # 
03/03 
A-J 
Shrimp 
US Willion 
Germany 3.538 1.448 0.04610 1.752 2.927 
Italy - 3.928 0.00037 - 0.0774 
uK6 0.201 - 0.000018 - 
France 0.168 0.0337 - 
Belgium - 1.637 
Austria 0.00028 - - - 
Holland 0.0122 0.850 0.0638 - - 
Spain 0.0205 3.470 - - 1.5021 
Sweden 0.0772 4.943 0.000036 - - 
Luxembourg - - - - 
Denmark - 
Greece - - - 
Finland - 
Portugal - - 
Totals 4.017 16.31 0.1103 1.752 4.506 
Table 4.4.4 ( Continued) 
Note: Non-Oil Exports Item # 74/01 D Copper Bar to UK = US $ Million 18.503 
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We can see Iran's top 5 product exported to EU for 1991. They are shown below 
( Table 4.4. ). All of the mentioned products have substantial increase in compare to 
1990 period, except Fruits. On the other hand, we can see the total product 
exported from Iran to EU increased by almost twice the previous year ( US $ 1250 
million). 
Top Product Exported to EU US $ Million 
Carpet& Rug 607.3 
Pistachio 240.9 
Casings 20.45 
Caviar 17.1 
Fruits 22.8 
All Products 1250.2 
Table 4.4.5 ( Iran's top 5 Product exported to EU, 199 1) 
By looking at individual EU countries we can see Germany has the highest figures 
for carpet, fruits, casings, and caviar, imported from Iran in 199 1, next Italy, 
France, UK, and Belgium in carpet, UK in Pistachio and fruits, respectively. 
France and Denmark being the top importer of caviar from Iran in 1991 
( Table 4.4.6). 
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EU- 1991 Export Item # 
58/01-58/02 
Carpet-Rug 
US $ Million 
Export Item # 
08/01-08/13 
Fresh/Dry Fruit 
US $ Million 
Export Item # 
08/05 J1 
Pistachio 
US$ Million 
Export Item # 
41/02-42/02 
Leather Skin 
US $ Million 
Gen-nany 329.47 12.593 190.195 0.2985 
Italy 151.336 0.8281 10.222 35.316 
UK 29.208 3.505 18.10 - 
France 36.88 1.963 6.32 0.0177 
Belgium 16.32 0.2579 0.029 - 
Austria 22.60 1.661 1.169 )A 0.0001.11 
Holland 2.91 0.678 3.63 - 
Spain 5.35 0.528 1.246 - 
Sweden 9.626 0.236 0.152 - 
Luxembourg 0.966 0.329 6.91 - 
Denmark 1.188 0.0796 0.0658 - 
Greece 0.646 0.1543 2.640 - 
Finland 0.520 0.0126 - - 
Portugal 0.223 - 0.312 - 
Ireland 0.0581 0.02426 - - 
Totals 607.30 22.85 240.99 35.632 
Table 4.4.6 ( Iran's Non-Oil Exports Products to EU, 199 1) 
EU'91 Export 
Item# 16/04 
Caviar 
US $Million 
Export 
Item#05/04 
Casings 
US$ Million 
Export 
Item#13/02- 
Gum tragaca 
US $ Million 
Export 
Item #09/10 
BI Saffron 
US $Million 
Export Item 
#09/09 BIJ 
Cumin 
US $ Million 
Germany 4.689 19.80 1.761 1.810 1.20 
Italy 0.0895 0.1221 - 0.550 - 
UK 0.1351 - 0.208 0.0107 0.646 
France 6.799 0.175 0.226 0.0278 
Belgium 0.175 - - - 0.1096 
Austria - 0.228 1.741 0.00365 - 
Holland - 0.00017 - . 0.005 0.757 
Spain 0.663 0.0 197 1.246 - 
Sweden - 272 0.0329 
Luxembourg - - - 
Denmark 4.627 0.0085 0.0105 
Greece - - - 
Finland - - 
Portugal - - 
Ireland - - - - 
Totals 17.17 292.1 3.885 3.895 2.74 
Table 4.4.6 ( Continued) 
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EU- 
1991 
Export Item # 
55/02-55/09 
Cotton 
Product 
US $ Million 
Export Item# 
92/02 
Musical 
Instrument 
US $ Million 
Export Item # 
32/09-39/02 
In Organic 
Product 
US $ Million 
Export Item # 
64/01,02 
Shoes 
us $ 
Million 
Export 
Item# 
09/02 
Tea 
US $ Million 
Germany 0.69 0.028 0.697 0.0137 
Italy 0.0078 0.0092 - 0.0014 
UK 0.0285 0.0123 0.0085 
France 0.00082 0.023 - 
Belgium 0.00117 - - 0.000095 
Austria - 0.0115 0.00094 - 
Holland 0.067 0.0022 - - 
Spain 0.0360 0.00044 0.000104 
Sweden 0.0027 0.0123 0.0070 
Luxembourg - - - 
Denmark - 0.0042 
Finland - 0.000105 
Portugal 0.0278 - - - 
Totals 0.861 0.1032 0.698 0.031 
Table 4.4.6 (Continued) 
EU- 1991 Export 
Item # 
60/03- 
61/10 
Nw 
Clothing 
us $ 
Million 
Export 
Item # 
25/14- 
26/01 
All /K 
Stone 
US$ 
Million 
Export Item 
# 
73/18,40, & 
69/08 
Construction 
Material 
US $ Million 
Export Item 
# 
03/01, 
A2ý1391) 
03/02 D 
Fish 
US$ 
Million 
Export 
Item # 
03/03 
A-J 
Shrimp & 
Shell 
US$ 
Million 
Germany 2.885 0.632 0.215 0.359 
Italy - 0.2855 0.000109 2.92 
UK 7 0.4236 1.218 15.92 - - 
France 0.0750 0.664 - 0.867 
Belgium - 15.43 - - 
Austria 0.0153 0.0105 0.00028 - - 
Holland 0.239 0.850 0.000009 1.72 0.00067 
Spain 0.00153 2.923 0.0143 - - 
Sweden 0.01062 0.000028 - - 
Denmark 0.0052 - 0.00126 - 
Greece Al 0.2,3 
Totals 3.655 22.01 16.15 2.58 3.52 
Table 4.4.6 ( Continued) 
7 Note: Non-oil Export item # 74/01 D, Copper Bar, to UK = US $ Million 23.01 
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We can see Iran's top 5 product exported to EU for 1992. They are shown below 
( Table 4.4.7). All the top 5 products have increased in compare with 199 1, except 
fruits. Total value for all products exported from Iran to EU decreased by US $ 60 
million in compare with 1991 period. 
Top Product Exported to EU US $ Million 
Carpet& Rug 696.1 
Pistachio 287.3 
Casings 25.80 
Caviar 21.17 
Fruits 21.14 
All Products 1190 
Table 4.4.7 ( Iran's top 5 Product exported to EU, 1992) 
By looking at individual EU countries we can see Germany has the highest value 
for importing carpet, pistachio, and casings from Iran in 1992. Whereas Italy, 
France, Austria, and UK are next in importing carpet, UK is next in importing 
fruits and pistachio. France has the highest value for importing caviar, next UK, 
and Denmark respectively (Table 4.4.8) . 
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EU - 1992 Exports Item # 
58/01- 58/02 
Carpet- Rug 
US $ Million 
Export Item # 
08/01-08/13 
Fresh/Dry Fruit 
US $ Million 
Export Item # 
08/05 J1 
Pistachio 
US $ Million 
Export Item # 
41/02-42/02 
Leather Skin 
US $ Million 
Germany 419.132 11.376 202.38 0.0703 
Italy 143.74 0.637 17.92 0.0329 
UK 23.432 3.997 24.50 0.0106 
France 45.97 _ 1.2705 11.20 - 
Belgium 11.26 0.460 0.063 - 
Austria 28.95 1.567 2.60 0.0646 
Holland 1.264 0.875 2.015 0.00105 
Spain 6.195 0.368 3.24 0.00124 
Sweden 11.87 0.1123 0.17 0.00761 
Luxembourg 0.905 - 8.681 - 
Denmark 1.007 0.0404 - 
Greece 1.649 0.2039 4.47 - 
Finland 0.20177 0.214 8.636 0.0094 
Portugal 0.4787 0.0244 1.447 0.0058 
Ireland 0.104 - - - 
Totals 696.16 21.145 287.32 0.203 
Table- 4.4.8 ( Iran Non-Oil Export Products to EU, 1992) 
EU- 1992 Export 
Item # 
16/04 
Caviar- 
us $ 
Million 
Export 
Item # 
05/04 
Casings 
us $ 
Million 
Export 
Item # 
13/02-A 1 ý2 
Gum tragac 
us $ 
Nlillion 
Export 
Item # 
09/10 B1 
Saffron 
us $ 
Nfillion 
Export 
Item # 
09/09 Bj 
Cumin 
us $ 
Nfillion 
Gennany 2.796 25.66 0.947 2.539 0.1821 
Italy 0.0002 - - 0.652 0.0023 
UK 6.732 - 0.91 0.044 1.187 
France 8.683 0.0931 0.194 0.800 0.21 
Belgium - - - 0.041 0.0125 
Austria - 0.057 t. 150 0.0178_ - 
Holland 0.0077 - 0.0105 0.404 
Spain 0.382 0.0297 2.311 - 
Sweden - 0.021 0.124 
Luxembourg 0.065 - - I 
Denmark 2.51 0.0179 0.0029 - 
Greece - - - - 
Finland 
Portugal 
Totals----- ,_ 
21.17 25.88 3.20 6.542 1.998 
Table 4.4.8( Continued) 
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EU-1992 Export Item 
55/02- 
55/09 
Cotton 
Product 
US $ Million 
Export Item 
92/02 
Musical 
Instrument 
us $ 
Million 
Export Item 
32/09-39/02 
In Organic 
Product 
us $ 
Million 
Export Item 
64/01-64/02 
Shoes 
Product 
us $ 
Million 
Export Item 
09/02 
Tea 
Product 
us $ 
Million 
Germany 4.734 0.0654 0.0139 0.0846 
Italy 0.00892 0.0050 - - 
UK 0.0341 0.0228 0.022 0.0053 0.0422 
France 0.0162 0.0218 - 0.0012 
Belgium 0.0128 0.000845 - - 
Austria 0.00064 0.00881 0.0406 
Holland 0.0059 0.00205 - 0.0005 0.077 
Spain 0.0089 0.0010 - 
Sweden 0.0121 0.0143 - 
Luxembourg - - 
Denmark - 0.0016 0.0041 
Greece 0.0273 0.00031 - 
Finland 0.00232 0.00015 0.00143 
Portugal 0.0048 - 
Totals 4.868 0.144 0.036 0.137 0.119 
Table 4.4.8 ( Continued) 
EU-1992 Export 
Item # 
60/03- 
61/10 
Nw 
Clothing 
US $ Million 
Export Item 
# 
25/14- 
26/01 
All kind of 
Stone 
US$ Million 
Export Item # 
73/18,40, 
& 
69/08 
Construction 
Material 
US $ Million 
Export Item # 
03/01 
A27B, D 
& 
03/02 D 
Fish Product 
Us$ Million 
Export item# 
03/03 AJ 
Shrimp & 
Shell 
All/kind 
US$ 
Million 
Germany 2.995 0.00501 0.0185 0.00338 0.0442 
Italy 0.0025 0.208 0.0045 0.313 0.845 
UK8 0.328 - 0.000437 - - 
France 0.0426 - - 0.181 
Belgium 0.0551 2.888 0.0093 - 
Austria 0.0064 0.000108 0.0043 
Holland 0.0128 - - - 
Spain - 2.830 
Sweden 0.0041 - - 
Denmark 0.0075 0.00085 - - 
Greece - 0.243 0.0648 0.0192 
Finland 0.00404 - - - - 
Totals 3.458 3.345 0.037 0.381 3.92 
Table 4.4.8 ( Continued) . 
8 Note: Non-Oil Export Item # 74/01 D, Copper Bar to UK= US $ 6.67 Million 
9 Note: I US $= IR 70 [during 1989-92] . 
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By looking at Table 4.4.9 we can see Iran's top 5 product exported to EU for 1993. All of 
the top 5 product exported from Iran to EU increased in compare to 1992, except caviar 
which had a sharp decrease of almost 50 %. Total value of all product exported from Iran 
to EU increased by over 20 % in 1993. 
Top Product Exported to EU US $ Million 
Carpet& Rug 731.2 
Pistachio 321.5 
Casings 28.8 
Caviar 10.9 
Fruits 26.8 
All Products 1477 
Table 4.4.9 ( Iran's Top 5 Product exported to EU, 1993) 
By looking at individual EU countries we can see Germany has the highest value of 
carpet, pistachio, casings, and fruits imported from Iran in 1993. Whereas France, 
Austria. ) and UK are next 
in importing carpet, UK is next in importing fruits, Italy 
and UK are standing as a second importer of pistachio from Iran, and France still is 
the top importer of Iran's caviar ( Table 4.5.0). 
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EU- 1993 Exports Item 
58/01-58/02 
Carpet-Rug 
US $ Million 
Export Item 
08/01-08/13 
Fruit/f &dry 
US $ Million 
Export Item 
08/05- J1 
Pistachio 
US $ Million 
Export Item 
41/02-42/02 
Leather skin 
US $Million 
Gen-nany 568.98 14.308 225.75 0.053 
Italy 2.754 0.33 24.336 0.0066 
UK 24.30 5.727 20.733 0.0179 
France 58.54 0.626 15.540 0.000223 
Belgium 13.257 0.559 0.126 0.00024 
Austria 39.40 2.94 . 2.515 0.0019 
Holland 0.0289 0.764 2.999 0.0169 
Spain 6.77 0.671 8.852 0.0040 
Sweden 12.94 0.235 0.118 0.00103 
Luxembourg 0.0243 - 12.775 - 
Denmark 0.458 0.156 - - 
Greece 2.698 0.4121 1.178 - 
Finland 0.1890 0.033 3.581 - 
Portugal 0.814 0.107 3.083 - 
Ireland . 085 - - - 
Totals 7 1.24 26.87 321.58 0.1018 
Table 4.5.0 ( Iran's Non-Oil Export Products to EU, 1993) 
EU -1993 Export 
Item # 
16/04 
Caviar 
US $ Million 
Export 
Item # 
05/04 
Casings 
US $ Million 
Export 
Item # 
13/02-AI52 
Gum Tragac 
US $ Million 
Export 
Item # 
09/10 B1 
Saffron 
US $ Million 
Export 
Item # 
09/09 Bj 
Cumin 
US $ Miflion 
Germany 4.03 28.32 1.484 4.719 0.341 
Italy - - - 0.789 0.0217 
UK 0.0057 - 1.337 0.046 0.637 
France 6.877 0.0145 0.124 0.961 0.0183 
Belgium - - - 0.060 - 
Austria - 0.487 0.487 - - 
Holland - - - 0.002116 0.175 - Spain - 3.404 0.324 
Sweden 0.034 0.031 - 
Luxembourg - - 
Denmark 0.0022 
Greece - 
Finland 0.0038 
Portugal - - - - - 
Totals 10.95 28.82 3.43 10.02 1.52 
Table 4.5.0( Continued) 
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EU- 1993 Export Item # 
55/02- 55/09 
Cotton 
Product 
US $ Million 
Export Item # 
92/02 
Musical 
Instrument 
US $ Million 
Export Item # 
32/09-39/02 
In Organic 
Product 
US $ Million 
Export Item # 
64/01-64/02 
Shoes 
us $ 
Million 
Export Item # 
09/02 
Tea 
us 
$Million 
Germany 0.957 0.0258 - 0.051 
Italy 0.442 0.0031 - - 
UK 0.0753 0.00529 - 0.0187 0.165 
France 0.029 0.0114 - 0.000346 
Belgium 3.092 0.000634 0.000171 - 
Austria - 0.00267 - 0.00307 
Holland 0.00288 0.00158 - 0.0697 0.021 
Spain - 0.000159 - - 
Sweden - 0.0062 - 0.00093 
Luxembourg - 0.000106 - - 
Denmark - 0.0012 - - 
Greece 0.0331 0.00249 - 0.000030 
Finland - 0.000159 - - 
Portugal - - - - 
Totals 4.63 0.061 0.000171 0.144 0.186 
Table 4.5.0 ( Continued) 
EU- 1993 Export Item # 
60/03-61/10 
Mjw 
Clothing 
US$ Million 
Export Item # 
25/14-26/01 
All kind of 
Stone 
US$ Million 
Export Item # 
73/18,40, & 
Construction 
Material 
US$ Million 
Export Item # 
03/01 
A2, B, D& 
03/02 D, Fish 
fresh/frozen 
US$ Million 
Export Item # 
03/03 A-J 
Shrimp & 
Shell 
All kink 
US $Million 
Germany 7.337 - 0.0157 - 0.116 
Italy 0.00714 0.857 - 0.387 2.969 
UK10 0.813 0.656 0.00056 - 0.000293 
France 0.231 - 0.0405 0.211 0.301 
Belgium 0.0053 5.149 - - - 
Austria 0.030 - 0.0041 
Holland - 1.0148 0.000222 - - 
Spain 0.0006 - - 0.0313 0.9402 
Sweden 0.176 0.00084 - - 
Denmark 0.0114 - -- Greece 0.0617 1.1463 
Finland 0.00259 - 
Portugal 0.0016 0.590 
- Totals 8.67 9.413 0.062 0.63 4.326 
Table 4.5.0 ( Continued) 
We can see Iran's top 5 product exported to EU for 1994. They are shown below 
10 Note: Export Item # 74/01 D, Copper Bar to UK = US $ Million 7.398 
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( Table 4.5.1). Carpet, casing, and caviar increased substantially, but pistachio and 
fruits dropped in comparison with 1993 period. Total value of all products 
exported from Iran to EU increased by over 40% in 1994 in comparison with 
previous year. 
Top Product Exported to EU US $ Million 
Carpet& Rug 1400.2 
Pistachio 266.6 
Casings 33.07 
Caviar 20.95 
Fruits 21.6 
All Products 2054 
Table 4.5.1 ( Iran's top 5 Product exported to EU, 1994) 
By looking at individual EU countries we can see Germany stands as Iran's top 
importer of carpet, pistachio, casings, and fruits in 1994. Whereas Italy, France, 
Austria, and UK are next in importing carpet. UK is the second importer of fruits 
and pistachios from Iran. France is the top importer of caviar, Denmark, Spain, 
and UK are next respectively ( Table 4.5.2). 
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EU'94 Exports Item # 
58/01-58/02 
Carpet - Rug 
US $Million 
Exports Item # 
08/01-08/13 
Fresh/Dry Fruit 
US $ Million 
Export Item # 
08/05 J1 
Pistachio 
US $ Million 
Export Item # 
41/02-42/02 
Leather Skin 
US $ Million 
Germany 829.133 9.598 188.607 0.152 
Italy 310.220 0.332 14.914 0.236 
UK 32.24 5.391 21.769 0.00055 
France 82.42 1.805 14.375 0.00566 
Belgium 23.962 0.7472 0.3606 - 
Austria 57.81 1.714 1.278 0.00381 
Holland 9.376 0.677 2.089 0.00027 
Spain 12.754 0.244 8.133 0.00143 
Sweden 31.636 0.3002 - 0.0103 
Luxembourg 1.623 0.0044 9.45 - 
Denmark 2.266 0.1246 0.022 
Greece 3.827 0.4816 4.214 
Finland 0.80 - - 
Portugal 1.944 0.2048 1.3945 
Ireland 0.234 0.0114 - - 
Totals 1400.24 21.63 266.606 0.410 
Table 4.5.2 ( Non-Oil Export Products to EU, 1994)" 
EU'94 Export 
Item # 
16/04 
Caviar Can 
US$ Million 
Export 
Item # 
05/04 
Casings 
US$ Million 
Export 
Item # 
13/02-AI, 2 
Gum Tragac 
US$ Million 
Export 
Item # 
09/10 B1 
S affron 
US$ Million 
Export 
Item # 
09/09 B&J 
Cumin 
US$ Million 
Germany 3.818 32.40 0.173 3.142 0.3262 
Italy - 0.0381 - 1.190 0.0288 
UK 0.558 - 0.145 0.0678 0.716 
France 8.897 0.052 0.0667 0.547 0.177 
Belgium I'd 0.82,24 0.011345 - 0.0847 
Austria - 0.0471 - - - 
Holland - 0.436 - 0.032 0.104 
Spain 0.6197 - - 4.619 0.785 
Sweden - 0.0611 - 0.047 0.0022 
Luxembourg 0.0723 - 0.00352 - - 
Denmark 6.165 0.032 - 0.0011 
Greece 0.00189 - - 
Finland - 
Ireland 0.0009 - - - - 
Totals 20.95 33.07 0.388 9.73 2.14 
Table- 4.5.2 ( Continued) 
11 Note: US $= IR 1750 [ during 1993-94]. 
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EU'94 
Exports 
Item # 
55/02-55/09 
Cotton 
Product 
us $ 
Million 
Export Item 
# 
92/02 
Musical 
Instrument 
us $ 
Million 
Export Item 
# 
32/09-39/02 
In Organic 
Product 
us $ 
Million 
Export 
Item # 
64/01- 
64/02 
Shoes 
us $ 
Million 
Export 
Item # 
09/02 
Tea 
Product 
us $ 
Million 
Germany 4.5796 0.004725 - 0.0582 
Italy 4.085 - 0.084 - 
UK 0.125 - - 0.00181 0.126 
France 0.0365 0.0205 - 0.00030 
Belgium 0.1361 - - 0.000056 
Austria - - 0.357 
Holland 0.0456 1.056 - 
Spain - - - 
- 
- 
Sweden - - - 0.00103 
Luxembourg - - - - 
Denmark - - - 
Greece 0.0777 
Finland - 
Portugal - - 
Totals 9.085 0.025 1.14 0.418 0.126 
Table 4.5.2( Continued)- 
EU'94 
us $ 
Million 
Export # 
60/03- 
61/10 
NM 
Clothing 
Export # 
25/14-15 
926/01 
All Kind 
Stone 
Export # 
73/18,40, 
69/08 
Construct 
Material 
Export # 
74/01 D 
Copper- 
Bar 
Export # 
03/01 A2, 
B& D, 
03/02 
Fish 
Export # 
03/03 A-J 
All kind 
Shrimp & 
Shell 
Germany 9.773 0.001152 2.5809 0.090 0.00162 0.320 
Italy 0.218 6.026 - - - 1.160 
UK 0.586 1.747 0.851 5.90 0.00147 0.000961 
France 0.50538 0.00402 0.0032 - 0.0675 0.128 
Belgium 0.2667 1.833 0.00734 - - - 
Austria 0.0128 0.0995 0.00522 - 0.000028 - 
Holland 0.0165 4.886 0.0677 - 0.00281 0.00040 
Spain - 
_ 0.606 - 0.387 3.879 
Sweden 0.03741 - - - 
Denmark 0.000721 0.00622 0.211 
Greece 0.00248 - - 0.0293 
Finland - 1.497 - 
Portugal - - 0.108 
Ireland - - 0.0155 - - - 
Totals 11.42 16.70 3.531 5.99 0.671 5.62 
Table 4.5.2 ( Continued) 
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If you look at the 6 years of the plan we can say that carpet sales grow at 
accelerating rate of increase from US $ 249 million to US $ 1400 million whereas 
pistachio increased and fell back again from US$ 183.8 million to finally US $ 266 
million after rising to US $ 321 million ( Table 4.5.3). 
Table 4.5.3 ( Iran's Exports to EU, Top 5 Plus 3 New Comers, 1989-94) 
US S Million 
Product 1989 1990 1991 1992 1993 1994 
Carpet 249 339.3 607 696 731 1400 
Fruits 9.2 4.5 22.8 21.1 26.8 21.63 
Pistachio 183.8 181.5 240.9 287 321 266 
Caviar 16.8 18.4 17.17 21.17 10.95 20.9 
Casings 24.76 19.2 29.2 25.88 28.82 33.07 
Cotton 0.44 1.18 0.86 4.8 4.63 9.68 
Clothing 4.9 4.0 3.6 3.46 8.67 11.42 
Saffron 0.637 1.86 3.89 6.54 10.02 9.7 
We can also see for cotton, clothing and saffron 3 products that have increased 
dramatically over the period shown above. 
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4.3.5 Trends of Non-Oil Exports to EU ( 1989-94) 
By looking at Fig 4.3.5 (Non-Oil Exports: 1989-1994) below, one can see that 
there is a positive trend for non-oil exports to EU, which counts for almost 50 
percent of Iran's total non-oil exports world- wide. " By reviewing Iran's direction 
of trade and export, we can see that it had followed a good trend during the early 
years of the first plan, and specially that European Union has increased its imports 
share to over 60 percent from Iran 
Iran's Non-Oil Exports Trend To EU, 1989-94 
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Fig. 4.3.5 ( Iran's Non-Oil Exports Trend, 1989-94) 
I- N-oil Expt i 
The figures from Iranian customs report (1989-94) indicate that there is a 27 
percent increase in the last years of the First-Socio-Economic Plan. So the 
outcome of the first plan looks satisfying, especially for the Non-Oil exports to the 
EU. 
4.4.0 Interpretation of Results 
By looking at Table 4.5.4 and comparing the Non-Oil exports from Iran to EU 
during 1989-1994 , it can 
be shown that a sharp increase of 331% has occurred. 
For instance, Germany, as a top importer of Iran's non-oil products, imported 
products ranging from carpets to construction material with 203.16% increase 
12 Iran Custom Reports, 1991-94 
x= $ million Export to EU. 
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from 1989 to 1994. France, UK, and Italy had an increase of 328.71%, 326.2%, 
241.5% respectivelv. 
EU 1989 1990 1991 1992 1993 1994 
GermanY" 371.938 381.308 732.91 698.73 885.088 1127.59 
Italy 137.410 150.978 202.49 207.23 259.924 469.258 
France 26.25 34.309 60.01 80.27 90.142 112.543 
UK 19.197 47.628 98.90 69.24 81.972 81.818 
Austria 17.509 16.772 28.56 35.22 46.312 61.545 
Holland 7.689 7.053 28.12 22.68 15.219 39.754 
Belgium 8.640 9.930 38.94 17.27 24.685 51.126 
Spain 20.323 10.361 27.72 15.48 21.518 40.870 
Sweden 4.039 8.723 10.57 12.75 14.234 33.458 
Luxembourg 1.665 8.053 8.226 9.650 15.206 11.155 
Finland 0.253 0.347 1.822 9.098 3.8170 2.332 
Greece 0.247 2.829 3.720 6.740 5.687 8.870 
Denmark 4.562 4.750 6.486 3.623 8.836 9.468 
Portugal 0.0348 0.446 1.609 1.965 4.612 3.654 
Ireland 0.027 0.00543 0.123 0.10426 0.085 0.649 
Totals 619.78 683.5 1250.2 1190 1477.3 2054.1 
Table 4.5.4(lran's Total Non- Oil Exports Product to EU, US $ Million, 1989-94) 
Fig. 4.4. , reveals that during 1989-1991 the percentage of market share 
in Iran's 
total Non-Oil exports decreased by 5.96 % for Germany, by 4.9 % for Italy, by 2 
% for UK, and by 0.098 % for France. 
Iran's Non-oil Exports to EU 
35 
30 
25 
a) 
cm 
m 
20 
0 15 0. x LLJ 
10 
5 
0 
Fig. 4.4. ( Iran's Non-Oil Exports to EU in Percentage 1989-91 
13 Germany ( 1989,1990) includes old East & West Germany. 
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Furthermore, Fig. 4.4.1 indicates that during 1992-1994 the second half of 
Iran's First Socio-Economic Plan, Germany's share dropped by 1.66% of Iran's 
Non-Oil exports to EU, whereas Italy had a 1.68 % increase, Switzerland 0.16 % 
increase, UK 0.763 % decrease, and France 0.556 % decrease in comparison with 
the total market share of Non-oil Exports to EU. 
On the other hand, one has to note that the value of non-oil exports has 
increased substantially for all the EU members over the past five years 
(see Table 4.5.5), but the percentage in ratio of total non-oil exports has decreased 
for some countries like Germany, Italy, and UK. This could be for two main 
reason. First, the recent developing marketing strategy in Iran tends towards 
exporting more goods to different European countries, and the rest of the world. 
Second, the new exchange rate system, custom policy, and tariff law have affected 
some product lines such as carpets. 
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4.5. Summary of the Results 
By looking at Tables 4.5.5 through 4.6-0, we can see Iran's total and percentage 
of Non-Oil exports to the top 40 countries and world-wide during the 1989-94 
period. 
In 1989, Iran's total Non-Oil exports to 74 countries was US 1.06 billion, 
whereas in 1990 it reached to US $1.24 billion, and in 1991 it had a sharp increase 
to US $ 2.54 billion and exported to over 87 countries world-wide. In 1992 Iran's 
total Non-Oil exports was US 2.78 billion to over 119 countries, and it increased 
to US $ 3.7 billion by 1993. Finally by end of plan (1994), it reached to US $ 4.8 
billion to over 118 countries. These figures show a positive trend on Iran's Non- 
Oil exports, and indicate that it had Over 400 % increase since the beginning of the 
plan. 
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Table 4.5.5 ( Iran's Non-Oil Exports Value & Percentne to tol) 40 countries 1989) 14 
Exports US $ Million Percentage of Total Non-oil 
Exports 
Gennany 15 371.927 34.407 
Italy 137.411 12.870 
Dubai 136.922 12.825 
Switzerland 82.107 7.690 
Japan 54.13 5.070 
France 26.25 2.459 
Russia 23.37 2.189 
Spain 20.32 1.904 
UK 19.197 1.798 
Singapore 17.97 1.683 
Austria 17.51 1.640 
Tunisia 15.51 1.453 
Canada 11.58 1.085 
Republic of South. Korea 10.14 0.950 
Other UAE 9.620 0.901 
India 9.51 0.891 
Belgium 8.64 0.809 
Holland 7.69 0.720 
Hong Kong 6.38 0.598 
Turkey 5.62 0.527 
Kuwait 4.75 0.446 
Denmark 4.56 0.427 
Sweden 4.04 0.378 
Mainland China 3.68 0.345 
Australia 3.65 0.342 
Lebanon 2.93 0.331 
Luxembourg 1.66 0.156 
Syria 1.46 0.137 
Pakistan 1.42 0.133 
Norway 0.667 0.063 
Cyprus 0.442 0.041 
Finland 0.253 0.024 
Greece 0.247 0.023 
Saudi Arabia 0.082 0.008 
Portugal 0.035 0.003 
Ireland 0.027 0.002 
Argentina 0.0024 - 
Thailand 0.0017 
Nigeria 0.0014 
Zambia 0.0007 
Total Non-Oil Exports to 74. countnes 
ý 
1,067.663 100 
14 Source : Iran's Custom Report, 1989. 
15 Germany: Include Old East & West Germany 
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Table 4.5.6 ( Iran's Non-Oil Exvorts Value and Percenta2e to ton 40 Countries. 1990) 
Country Exports US $ 
Million 
Percentage of Total Non-Oil 
Exports 
Germany 381.308 30.58 
Italy 150.98 12.11 
Dubai 138.90 11.14 
Turkey 100.83 8.09 
Switzerland 100.78 8.08 
Japan 49.47 3.97 
UK 47.63 3.82 
France 
_34.31 
_ 2.75 
Russia 25.70 2.05 
R. S. Korea 24.43 1.96 
India 23.14 1.86h 
Austria 16.77 1.35 
Singapore 14.22 1.14 
Canada 12.54 1.01 
Spain 10.36 0.831 
Belgium 9.93 0.797 
Sweden 8.72 0.700 
North. Korea 8.64 0.693 
Luxembourg 8.05 0.646 
Holland 7.05 0.566 
Pakistan 6.60 0.530 
Other UAE 5.47 0.439 
Morocco 4.92 0.395 
Denmark 4.75 0.381 
Bangladesh 4.19 0.336 
Lebanon 4.06 0.326 
China Main land 3.59 0.288 
Kuwait 3.22 0.258 
Greece 2.83 0.227 
Australia 1.83 0.147 
Norway 1.65 0.133 
Hong Kong 1.45 0.117 
Cyprus 1.05 0.084 
Portugal 0.446 0.036 
Finland 0.347 0.028 
Afghanistan 0.280 0.022 
Malaysia 0.27 0.0221 
Oman 0.211 0.017 
Ireland 0.00543 
Total Non-oil Exports to 70 
Countries 
1,246.360 100 
Source: Iran's Custom Report, 1990. 
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Table 4.5.7(lran's Non-Oil EXDort Value and Percentage to TOD 40 Countrie. -.; 199 1) 
Country Exports US Million Percentage of Total Non-Oil Exports 
Germany 731.97 28.845 
Dubai 346.12 13.670 
Turkey 308.70 12.142 
Italy 202.48 7.964 
Switzerland 183.95 7.241 
UK. 99.04 3.895 
Japan 65.88 2.592 
France 60.0 2.361 
Russia 57.0 2.243 
Kuwait 45.89 1.806 
Behzium 38.92 1.522 
Canada 28.68 1.129 
Austria 28.55 1.124 
Holland 28.11 1.106 
Spain 27.71 1.090 
India 27.15 1.069 
Other U. A. E 26.11 1.027 
Pakistan 25.27 0.994 
Hong Kong 18.56 0.730 
Qatar 18.44 0.725 
China 16.91 0.665 
Bahrain 16.71 0.657 
Lebanon 15.5 0.610 
Republic of Korea 10.95 0.421 
Sweden 10.58 0.416 
Luxembourg 8.21 0.324 
Sudan 7.26 0.286 
Denmark 6.48 0.255 
Hungry 5.86 0.230 
Indonesia 5.729 0.225 
Australia 4.992 0.196 
Singapore 4.375 0.172 
Saudi Arabia 3.82 0.151 
Greece 3.710 0.146 
Brazil 3.181 0.125 
Other EU. 2.063 0.081 
Norway 2.05 0.0807 
Finland 1.81 0.0720 
Portugal 1.60 0.0640 
Ireland 0.123 0.0048 
Total Non-Oil Exports 
to 87 Countries 
2542.544 100 
Source : Iran's Custom Report, 1991 
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Table 4.5.8( Iran's Non-Oil Ext)orts Value and PercentaLze to Tol) 40 Countries. 1992) 
Country Exports US Million 
I- -- ---7--- -/ 
Percentage of Total Exports 
Germany 698.73 25.079 
Turkey 333.34 11.964 
Dubai 248.67 8.925 
Italy 207.21 7.438 
Switzerland 150.39 5.398 
China 137.45 4.934 
Russia 129.89 4.66 
France 80.27 2.881 
Japan 76.87 2.759 
UK 69.24 2.485 
UAE 58.24 2.091 
Kuwait 47.68 1.711 
Canada 47.30 1.698 
Austria 35.22 1.264 
Sudan 34.94 1.254 
Pakistan 33.71 1.210 
Azarbayejan 26.21 0.941 
Lebanon 25.80 0.926 
Holland 22.68 0.814 
Bahrain 20.98 0.753 
Turkamanistan 19.47 0.699 
Belgium 17.26 0.620 
Qatar 16.95 0.609 
India 16.24 0.583 
Spain 15.48 0.556 
USA. 13.37 0.480 
Republic of Korea 13.28 0.477 
Other EU. 12.77 0.458 
Sweden 12.74 0.4581 
Afghanistan 12.10 0.448 
Luxembourg 9.65 0.346 
Finland 9.09 0.327 
Hong Kong 7.60 0.273 
Greece 6.74 0.242 
Singapore 6.47 0.232 
Australia 5.14 0.185 
Cyprus 4.80 0.173 
Saudi Arabia 3.97 0.142 
Denmark 3.62 0.130 
Ireland 0.10426 0.0037 
Total Non-Oil Exports to 119 countries 2,786.09 100 
Source: Iran's Custom Report, 1992. 
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Table 4.5.9( Iran's Non-Oil Exl)orts Value and Percentaae to ToD 40 Countries. 1993) 
Country Exports US $ Million Percentage of Total 
Exports 
Germany 885.08 23.623 
Turkey 384.66 10.267 
UAE 351.72 9.387 
China 328.51 8.768 
Italy 259.92 6.937 
Switzerland 176.11 4.700 
Sudan 128.33 3.425 
Japan 108.87 2.906 
France 90.142 2.406 
UK 81.972 2.188 
India 80.955 2.161 
Canada 74.462 1.987 
Azarbayejan 65.992 1.761 
Kuwait 53.424 1.426 
Austria 46.312 1.236 
Pakistan 43.766 1.168 
Turkmenistan 41.726 1.114 
Russia 32.926 0.879 
Lebanon 32.160 0.858 
Other EU 31.747 0.847 
USA 28.416 0.758 
Thailand 28.019 0.748 
Qatar 27.257 0.727 
Bahrain 26.044 0.695 
Rep. Of Korea 25.489 0.680 
Belgium 24.685 0.659 
Spain 21.518 0.574 
Saudi Arabia 18.338 0.489 
Taiwan 15.807 0.422 
Afghanistan 15.541 0.415 
Holland 15.219 0.4061 
Luxembourg 15.206 0.406 
Sweden 14.234 0.380 
Australia 10.462 0.279 
Denmark 8.8364 0.236 
Greece 5.6877 0.152 
Portugal 4.6129 0.123 
Finland 3.8178 0.102 
Cyprus 3.7138 0.099 
Ireland 0.085 0.0023 
Total Non-Oil Exports to 
109 Countries 
3,746.80 100 
Source : Iran's Custom Report 1993. 
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Table 4.6.0( Iran's Non-Oil Ext)orts Value and Percentai! e to toD 40 Countries. 1994) 16 
Country Exports US $ Million Percentage of Total Non-Oil 
Exports 
Gennany 1127.593 23.417 
UAE 494.924 10.323 
Italy 469.258 9.119 
Turkey 278.901 5.858 
Switzerland 264.029 5.558 
Azarbayejan 197.919 4.164 
Japan 182.345 3.811 
China 157.238 3.310 
India 135.950 2.862 
Canada 130.581 2.687 
France 112.543 2.325 
Kuwait 93.452 1.967 
UK 81.818 1.722 
Russia 74.285 1.537 
Turkernanistan 66.517 1.395 
Austria 61.545 1.244 
Belgium 51.126 1.062 
Republic of South Korea 50.707 1.068 
Spain 40.870 0.847 
Pakistan 40.490 0.846 
Holland 39.754 0.837 
Afghanistan 39.310 0.743 
Qatar 35.334 0.728 
Thailand 34.036 0.717 
Sweden 33.458 0.698 
Saudi Arabia 31.445 0.662 
Singapore 25.755 0.542 
USA 22.112 0.463 
Australia 16.878 0.355 
Luxembourg 11.155 0.235 
Denmark 9.468 0.199 
Greece 8.870 0.186 
Oman 6.669 0.140 
Norway 5.971 0.126 
Hong Kong 5.171 0.109 
Mexico 4.660 0.098 
Portugal 3.654 0.077 
Malaysia 3.434 0.072 
Cyprus 3.180 0.067 
Finland 2.332 0.049 
Ireland 0.649 0.013 
Total Non-Oil export to 18 Countries 4,824.549 100 
16 Source: Iran's Custom Report 1994. 
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On the other hand , we can see that EU was Iran's major trade partner during 
1989-94, although, due to some political and economic factors, we see some 
changes in the trend of the non-oil exports during this period. It is worth 
mentioning that the value of goods exported to EU members in 1989 was 
$ 371.927 million ( 34.4% of Iran's total non-oil exports) for Germany, about 
$ 137.4 million ( 12.87% of Iran's non-oil exports) for Italy, and $ 19.197 million 
( 1.68% of Iran's total Non-Oil exports) for UK. 
By contrast, in 1990 the total non-oil exports to Germany dropped to 30.58 
% of Iran's total non-oil exports, but the UK share increased to 3.895 %. In 
addition , Fig. 4.5. shows the rate of growth in the new market share as compared 
with that in 1994. 
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Fig. 4.5. Iran's Non-Oil Exports Market Share after Establishment of New Soviets 
Republics 1992-94 
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4.6 Conclusion 
In summary, we can see that Iran's total Non-Oil exports to 74 countries with $ 
1.06 billion in 1989 was extended to 118 countries with over $ 4.8 billion at the 
end of Iran's First- Socio-Economic- Development Plan in 1994.17 
On the other hand, European countries were Iran's major trade partners 
during 1989-94, with Germany standing out as a top importer. Nevertheless, due 
to creation of new opportunities for Iran's neighbours like Turkey, and Central 
Asian countries there has been a tendency toward a regional expansion of our non- 
oil exports. Two main reasons can be given for this situation: (1) ease of 
transportation, and (2) membership of Organisation of Islamic Countries ( OIC) . 
As a result, the total exports share to EU countries has dropped from 38.8% in 
1990 to 28.52% in 1994. 
Also, we can conclude that an Iranian export firm can expand its marketing 
products to developed countries like the EU by using the 4Ps in marketing as well 
as improving Iran's International public relation ( i. e. re-establishing Iran's good 
credit, and insurance for export/import), which requires the government support as 
well as the exporters. 
17 Source: Iran's Custom Reports 1989-94. 
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Analysis of Trade Performance of Iran and its 
Competitors 
5.1 Introduction 
In Chapter 2 we discussed the basic concept of international marketing, and the 
determinants of national competitive and comparative advantage, and also noticed that 
during 1989-94 period EU and Japan , Iran's major trade partners together 
accounted for over 70% of Iran's major exports, and 60% of its imports respectively. 
In Chapter 3, we reviewed Iran's export and marketing performance in according with 
Iran's First Socio-Economic-Cultural and Development Plan. We found out in Chapter 
4 that, in 1994 Iran's total trade with EU represented 28.52% and 40.2 % of 
Iran's exports and imports respectively. 
Developing countries such as Iran must develop their export program after 
selecting their export market. One of the best ways to ensure a complete program is 
to use the 4 P's: product, price, promotion, and place. In developing the export 
program , the issue 
for each of the four P's is whether to extend, adapt, or create in 
order to suit a particular export market like EU. In the follow-up to this chapter, we 
aim to review and analyse the trade performance of competitor economies like Turkey, 
Venezuela, Indonesia, and Egypt. Then, by comparing their respective economic 
status, the export trend of these competitors during 1988-94, the export similarity, and 
a summary of the results with a conclusion will be presented. 
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5.2 Trade Performance 
In Chapter 2, we have shown that a country's trade performance and the policy that is 
ultimately a function of its comparative advantage, constitute its competitive strategy. 
The governments of many developing countries have recently decided th at 
expanding exports of their primary goods such as oil, and natural gas is not a 
promising development strategy any more. Therefore, they have decided to use 
import substitution as much as its possible, and increase their exports of secondary 
goods, considering that all these countries have low labour-intensive manufactured 
goods. 
5.2.1 Classification of Competitors 
By looking at Table 5.1 we can see the regional indicators for Iran , Turkey, 
Venezuela, Indonesia, and Egypt, which determine them as major competitors for Iran, 
and which reveal the existing and potential markets for these rt-ýiddle-income 
economies with respect to important factors of comparative economics such as GNP 
per-capita, agriculture percentage of GDP, petroleum and industry percentage of 
GDP. 
Country GNP per Capita 
(US$) 
Agriculture % 
of GDP 
Petroleum % of 
GDP 
Industry % of 
GDP 
Iran 3010 24.07 8.26 22.0 
Turkey 2970 15.96 1.43 30.5 
Venezuela 2840 5.1 23.80 47.61 
Indonesia 740 26 11.22 37.4 
Egypt 660 18.36 16.42 30.6 
Table 5.1 ( Regional Indicators for Iran and Comparative Economic- 1994) 
Source: World Bank, World Development Report, 1995. Note: data are for 1994 
On the other hand, by looking at Table 5.2, we can observe the classification of 
major Islamic countries within the industrial base, and with respect to the resources 
available in over 30 countries and five different groups. Group I and group IV offer 
the most usefull countries for comparison with Iran. Whereas group 11,111, and V are 
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too dissirnilar to Iran for this type of analysis. Countries that are resource-rich and 
have a strong development base( Group -1) offer broad consumer and industrial 
marketing opportunities. Other resource- rich countries ( Group-11), like Saudi Arabia 
and Nigeria, can overcome the drawback of a weak local industrial base through 
massive technical assistance from outside sources, particularly from the Western 
countries. 
Basically, Group I and 11 countries which seek to catch up technologically with 
the advanced industrial nations like EU, first need to develop basic technologies, e. g. 
in chemicals and metal and alloy processing. On the other hand, since many of these 
Islamic countries have access to both extensive capital, energy resources, and 
moderate labour skills, they should be able to develop basic technologies that require 
high inputs of energy and capital. Such a development includes agricultural products, 
synthetic fibre, and recently non-oil products, which can be exported to other Islamic 
nations, as well as to EU. Also, in addition to exports, international joint ventures such 
as the Iranian Steel Complex with Italian corporation, and US companies joint 
ventures with Saudi, or UAE could provide a bright return on investment to all parties 
concerned. 
Those countries that fall within Group III will be able to use these resources, 
given outside assistance and some time. Countries like Sudan, with its rich agriculture 
base, could receive infusions of capital from non-food-producing Islamic nations and , 
then , further 
from its own technological transition. Group IV has many large 
populations that ordinarily create a national consumer market, which is one of the 
prerequisites for industrial development. Once the Group IV nations continue to 
provide semiskilled labour to other Islamic countries, their development will be 
facilitated, and there will still be cheaper labour at home. It is possible that such a 
labour force could serve in the production of high-demand, intermediate-technology 
products for the Group I and 11 countries. 
The last group, Group V countries, such as Chad and Gambia, have neither the 
resources nor the original base to participate or serve in an effective commercial 
system. Usually, these less developed countries get aid from the World Bank, or the 
Islamic Development Bank to enhance food self-sufficiency by improving their 
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agricultural and livestock production, increasing farmers' income, and other related 
projects. 
Industrial Base 
Resources Relatively Strong Relatively Weak 
Rich Group I- Algeria, Indonesia, Group II- Saudi Arabia, Nigeria, 
Iran, Iraq Libya, Persian Gulf States, UAE,. 
Potentially None Group III- Sudan , Morocco, 
rich Senegal, Somalia, Malaysia. 
Poor Group IV- Turkey, Egypt, Group V- Yemen, Bangladesh, 
Lebanon, Jordan, Pakistan, Chad, Mali, Afghanistan, Gambia, 
Tunisia, Syria. Niger. 
I 
Table 5.2 ( Classification of Major Islamic Countries) 
Source : Ali Sanaie, B. Ranjbarian , 'Marketing 
in Islamic Countries', Journal of 
International Marketing& Marketing Research_, June 1996, UK. 
Iran occupies a special strategic position in the Middle East. It is considered as a 
Group-I Islamic country with rich resources such as oil reserves of over 7000 billion 
tons (US$ 126.2 million) in 1994, much higher than Venezuela US $ 121 million , 
Indonesia US $ 96 million, and Algeria US $ 60 million respectively. On the other 
hand, Iran is considered to have the largest gas reserve in the world, after Russia 
(former Soviet Union). Its population is the third largest after Turkey and Egypt, 
which were 64., and 62 million in 1995 respectively. 
By looking at Table 5.1, we can see that by the end of Iran's First Socio- 
Economic- Development Plan ( 1994) , Iran's 
GNP per capita, at average of 1993-94 
price, was estimated at $3010 . During the 
First Plan, in terms of 1990 constant prices, 
GDP increased by an annual average rate of 2.4 percent. Agriculture, including fishing 
and forestry, was calculated approximately at 24.07 % of GDP in 1994, whereas 
petroleum was calculated at only 8.26% of GDP. The major cash harvest was fresh 
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and dry fruits including pistachios ( export item # 08/01-08/13) which was calculated 
to approximately over 5.5 % non-oil exports products in 1994. 
On the other hand, we can see that Iran's industries (including manufacturing, 
construction, power, and mining) counted as over 22 % of GDP in 1994. Of course, 
the most value-added items are textiles, food processing and transport equipment. But 
carpets (a traditional export item) counts as 29 % of non-oil exports product in 1994. 
In a recent publication of International Financial Statistical Year Book in 1996, it is 
recorded that there was an obvious trade surplus of $182 million, while there was a 
deficit of $242 million in 1994. Iran's major trade partners were Japan and EU 
members, including Germany, France, Italy, UK. The main exports were petroleum 
and its related products, traditional goods like carpets and caviar, and agricultural 
goods ( fresh and dried fruits). 
By reviewing Iran's economy in this chapter, and the trends of Iran's Non-Oil exports 
to EU in Chapter 4, we can compare and contrast the potential competitor countries in 
terms of their size, development and structural characteristics. For example, we have 
chosen Turkey and Venezuela as middle-income economies, Indonesia as an 
underdeveloped natural-resource-abundant country, with middle-income economy. 
Finally, we have also focused on Egypt as a developing lower-income economy, 
which has a similar Socio-Economic-and National Development Plan to Iran. 
Turkey 
Turkey's Five-Year Economic Development Plan covering 1990-94, set a number of 
promising targets such as an annual growth of the private sector from II to 15 
percent. The current account surplus had reached US $ 2,631 million , and the total 
exports with an average of 15 percent a year had reached US $ 21,600 by the end of 
1994. 
Turkey, has the second highest GNP per capita after the Islamic Republic of 
Iran, calculated at US $ 2970 , and a population of over 
63 million in 1994. It turned 
from small farmers to city-dwellers at an astonishing speed in 1945, when only 18% 
of the population lived in town. Now the figure is over 75%. The industry percentage 
of GDP is about 30.5% in 1994. 
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On the other hand, exports have been one of Turkey's successes over the past 
decade. The country's geographical position at the cross-roads of Europe, Central 
Asia and the Middle East gives it easy access to all three markets. In terms of trade 
with EU , its total imports and exports was 43.9% and 51.69 % respectively in 1992( 
see Fig. 5.2.1). 
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Fig. 5.2.1 ( Turkey's Direction of Exports 1992) 
In sum, we can see that Turkey participated in multilateral agreements such as 
GATT in 1951 under the Torquay Protocol and has participated in all subsequent 
rounds of multilateral trade negotiations since then, and is a signatory to the 
arrangements regarding International Trade in Textiles ( the Multifibre Arrangement), 
as well as being a member of the International Cotton Advisory Committee (1947), of 
the International Wheat Agreement( 1986), of the International Agreement on Olive 
Oil jable Olives (198 8), and of the Common Fund for Commodities (1990). Turkey's 
balance of payments has improved considerably in recent years ( US $ -9555 in 1991, 
to US $ -8191 in 1992), considering the fact that there is still a consistent negative 
trade balance and large interest payments on foreign debt. The general weakness of the 
world economy, particularly the EU economy, is likely to act as a constraint on the 
growth of Turkey's exports in the short run. While Turkey's exports face trade 
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barriers in a number of markets, its free-trade arrangements with EU and EFTA should 
give it some competitive advantage, particularly against lower cost textile and clothing 
exporters. 
Venezuela 
Venezuela's major industry is petroleum ( US $ 13739 million) , which by itself counts 
for over 74.4 percent of the country's total exports ( US $ 18457 million) in 1995, 
whilst manufacturers accounted for approximately 12 per cent. Its key exports other 
than fuel are aluminium, motor vehicles, iron and steel products, coal and coke, and 
canned and simply preserved fish. Its direction of exports in 1992 with a total of US 
$ 14,224,9 million was 81.67 % to the Americas (including US, Canada, and South 
America), 10.39% to EU , 3.43 % to the Middle East, 1.96 % to Asia, and 2.55% to 
others ( see Fig. 5.2.2). 
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Fig. 5.2.2 ( Venezuela's Direction of Exports 1992) 
After Turkey it has the third GNP per capita estimated at US $ 2840 , with a 
population of 21.64 million in 1994 . Its agriculture percentage of 
GDP is 5.1 %, 
whereas its petroleum percentage of GDP is about 23.80%, and its industry 
percentage of GDP is 47.61 %in 1994. 
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During the last decade Venezuela has had some problems, in terms of 
macroeconomics and foreign exchange. Venezuela's 1989 reform programme has 
already made some response to a deteriorating trade balance, major changes in foreign 
exchange system have been introduced by lifting controls on prices and interest rates, 
and unified flexible exchange rates have been adopted. Whereas in 1991 both 
government finances and the trade accounts turned to surplus, the external debt was 
completely restructured. 
On the other hand , joining GATT in 1990 lowered tariffs to 50 percent and 
increased foreign investment in activities and services. Since Venezuela has no basic 
trade law , membership of GATT caused a number of modifications to trade- related 
laws such as anti-dumping, standards and competition matters, export credit insurance, 
the free-zones regime and the protection of the industrial property rights. 
In short, Venezuela is a country with great natural wealth, vast petroleum, 
mineral, hydroelectric and other resources that have made it a powerful country in the 
Americas. Its acceptance by GATT in 1990, and subsequent membership of WTO in 
January 1995, has made it extremely active in the area of trade policy. 
Indonesia 
Indonesia, whose population was 206.1 million in 1994, is Iran's third competitor 
with a GNP per capita of US $ 740 . Its 
direction of trade has been stable over the 
last decade. Its exports to Japan as leading country were over 31.8 percent of its total 
exports in 1992, whereas its exports to EU were over 15%, the most important 
markets being Holland, Germany and the UK. 
According to the World Bank report in 1995, Indonesia's agriculture percentage 
of GDP is 26 %, its petroleum percentage of GDP 11.2 %, and its industry 
percentage of GDP 37.4 %. Therefore, we can say that Indonesia's balance of trade 
with over 50 countries was positive during 1989-94. The developments in the 
economic sector have enabled the Indonesian economy to open up by changing the 
traditional agrarian economy to a more advanced one with a firmer structure. In this 
connection, it started its Sixth Five-Year Development Plan on April 1,1994. 
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Although the plan is only indicative, it sets out in substantial detail economic targets 
which the government expects to achieve by 31 march 1999. 
On the other hand, by looking at Indonesia's direction of exports we can see 
that it exported its goods to US , Canada and 
America with 14.7% of its total 
exports value in 1992. Its major exports have been to Asia and Oceania (including the 
Middle East), which counted for 68.2 % of its total exports in 1992. The remainder of 
its direction of exports was 15.1 % for EU, 1.1 % for Africa, 0.10% for Eastern Europe 
and 0.80% for the rest of the world ( see Fig. 5.2.3). 
Fig. 5.2.3 ( Indonesia's Direction of Exports , 1992) 
In sum, Indonesia's non-oil exports have grown strongly during recent decades. 
Its value has almost tripled in the last five years. The major areas of non-oil products 
have been textiles(including clothing), wood products, especially plywood, and 
footwear. All in all, the sum of these commodities counts for one third of the total 
Indonesian exports (US $ 12276 million), and almost half of its non-oil exports. Thus 
we can see that Indonesia's exports to the world increased by 13.83 % during 1989- 
1994 period. 
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Ep-vpt 
Egypt is Iran's fourth competitor, having a GNP per capita of US $ 660 and a 
population of 61.6 million in 1994. Egypt's export merchandise grew rapidly during 
the 70's, and declined sharply during 80's and 90's due to a fall in petroleum prices. 
Its agriculture percentage of GDP was 18.36 % in 1994, considering the fact that 
Egypt's major merchandise exports are yam and textiles fabrics, chemicals, metals and 
metal products, and mining. Its major exported food-crops are potatoes, citrus, rice , 
onions, vegetables, fruits and medical herbs. 
By looking at Fig. 5.2.4 , we can see that Egypt's major export partners are: EU 
with 38.1 % of its total merchandise exports in 1992; Eastern European countries 
with 23.9%; Asia with 16.9%; Arab countries with 10.4%; North America ( including 
US & Canada) with 8.8 %; and others with 1.9%. 
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Fig. 5.2.4 ( Egypt's direction of Exports, 1992) 
In sum, we can see that Egypt's Industry percentage of GDP is 30.6 %, with its 
petroleum percentage of GDP being 16.42 % in 1994. Considering the fact, that 
Egypt's Economic Reform and Structural Adjustment Program( ERSAP) started in 
1990, the country's centralised and static economy has moved to a more market- 
116 
Analysis of Trade Performance of Iran and its Competitors 
based, outward pattern of development with stabilisation of macroeconomics, foreign 
trade liberalisation, and deregulation of price controls. 
5.2.2 Export Trends of Competitors 
By looking at Fig. 5.2.5 , we can see that among Iran's competitors that exported to 
EU in 1994, Egypt has had over 175 % increase since 1989, Indonesia 172 % increase, 
Turkey 60% increase 
, Iran 11.3 % increase , whereas Venezuela had 8.26% decrease 
in its exports to EU from 1989 to 1994. Of course, Turkey , Iran, and Indonesia had 
the highest exports value to EU during this period. 
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Fig. 5.2.5 ( Comparison of Iran's Competitors Total Exports to EU, 1989-1994) 
Source: Direction of Trade Statistics Year Book, 1995 
5.2.3 Export Similarity of Competitors 
An examination of Tables 5.3 through 5.5 reveals how Iran resembles its competitors 
in terms of Non-Oil Exports. 
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Table. 5.3 (Iran and its Competitors' Non-Oil Exports to EU, US $ Million, 1994) 
Selected Categories 
Category Iran Turkey Venezuela Indonesia Egypt 
Fish & Caviar 35.40 59.80 26.42 76.30 3.25 
Vegetables 
Fruits 
300.70 1404.10 9.42 128.35 81.50 
Tea, Coffee & 
Spices 
14.48 17.07 13.47 385.98 2.34 
Skins, Hides & Furskins 86.46 1.04 12.15 0.91 0.17 
Textile & Fibres 23.00 117.63 1.08 6.17 60.88 
Metalliferous ores & Metal Scrap 19.20 54.09 91.40 187.54 13.01 
Inorganic Chemicals 3.24 87.37 3.38 3.21 3.28 
Leather & 
Leather Dresses 
8.94 10.40 26.06 22.58 4.90 
Yarn& Carpets 562.10 1063.10 1.48 700.77 396.93 
Metallic Mineral & Stones 1.91 230.91 21.45 29.13 4.28 
Iron & Steel 19.60 135.81 26.53 27.00 42.45 
Clothing Accessories 10.80 3568.20 0.40 1257.40 152.30 
Foot wear 0.31 21.21 1.65 754.90 3.83 
Miscellaneous Manufactured 5.21 85.43 2.18 234.14 14.59 
Total Non-Oil x 960.80 1 
8503.50 
1 
658.30 6188.40 1161.60 
Source: OECD Statistical Annual Report, 1995, Paris, France. 
The value of non-oil exports to EU in 1994 was: US $ 8,503.5 billion for 
Turkey, Iran's strongest competitor in various categories such as fish, tea, spices, and 
leather; US $6,188.4 million for Indonesia; US $ 1,161.6 million for Egypt; US 
960.8 million for Iran; and US $ 658.3 million for Venezuela. 
Using the scaling method , we can calculate the scale of each category 
for all 
five competitors, with respect to their total non-oil exports to EU. For example, the 
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scale for Iran's category of fish and caviar exported to EU in 1994 can be calculated 
as follows : 
Fish & Caviar Exported to EU 
s= 
Total Non-Oil Exports to EU 
US $ 35.4 million 
US $ 960.8 million 
= 0.036 
By applying equation 5.1, we can determine the Export Similarity Index ', for 
non-oil exports of Iran and its four competitors : 
ESa=2: min[ Xj(ac). Xj(bc)] *100 Equation 5.1 
Where ESa = The degree of Export Similarity index by percentage for non-oil 
products 
a= base country (e. g., Iran) 
b= Selected competitor 
c Specific Market( e. g. , EU) 
Xj Share of category j exports in country's total exports 
For example, by using Table 5.4 and applying equation 5.1, we can determine Iran's 
and Turkey's Export Similarity Index for 14 categories, taking the minimum of each 
value and adding it up as follows: 
ESa ( Iran/Turkey) = 1: [ 0.007 + 0.165 + 0.002 + 0.0001 + 0.014 + 0.006 + 0.003 
0.00 12+ 0.12 5+0.002 + 0.016 + 0.011 + 0.0003 + 0.005 ]* 100 
Esa( Iran/Turkey) = 35.76 
Therefore, by using the data available in Table 5.4, and applying the above equation, 
we can calculate the Export Similarity of Iran and its competitor economies in 
Table 5.5. 
1 An Export Similarity Index was first introduced by Finger and Kreinin (1979), for trade analysis. 
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Table. 5.4 ( Scaled Non-Oil Exports of Iran & its Competitors to EU, 1994 ) 
Selected Categories 
Category Iran Turkey Venezuela Indonesia Egypt 
Fish & Caviar 0.036 0.007 0.040 0.0123 0.0028 
Vegetables 
Fruits 
0.313 0.165 0.0140 0.0207 0.0702 
Tea, Coffee & 
Spices 
0.015 0.002 0.0200 0.0624 0.0020 
Skins, Hides & Furskins 0.089 0.0001 0.0184 0.00015 0.000146 
Textile & Fibre 0.024 0.014 0.0016 0.00099 0.05241 
Metalliferous ores & Metal 
Scrap 
0.019 0.006 0.1380 0.0303 0.0112 
Inorganic Chemicals 0.003 0.010 0.0051 0.0005 0.0028 
Leather & Leather Dress 0.009 0.0012 0.0396 0.0036 0.00422 
Yarn & Carpets 0.585 0.125 0.0022 0.1132 0.3427 
Metallic Mineral & Stones 0.002 0.027 0.0326 0.0047 0.0037 
Iron & Steel 0.020 0.016 0.0403 0.0044 0.0365 
Clothing Accessories 0.011 0.420 0.00060 0.2032 0.13111 
Foot wear 0.0003 0.0025 0.00251 0.1219 0.0033 
MiscellaneousManufactured 0.005 0.010 0.0033 0.0378 0.0126 
Competitor Economies ESa 2 
Iran/ Egypt 49.84 
Iran/Turkey 35.76 
Iran/Indonesia 20.81 
IranNenezuela 14.4 
Table 5.5 ( Non-Oil Export Similarity of Iran and its Competitor Economies) 
2 ESa is degree of similarity by percentage, based on equation 5.1, that accounted for non-oil exports 
to EU. 
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5.3 Summary of the Results 
In sum, by looking at Tables 5.3 and 5.4, and applying the scaled non-oil exports 
categories for Iran and its competitor economies to equation 5.1, we can see from 
Table 5.5, that Iran/Egypt has the highest Non-Oil Exports Similarity Index of 49.84% 
among the other competitor economies, recognising the fact that they both have an 
agriculture percentage of GDP of approximately 20%, and a population of over 60 
million. Egypt's major export partner is EU with 38.1 % in 1992, in comparison with 
Iran, which had 44.1 % of its merchandise exports to EU. 
On the other hand, in 1990 Egypt exported to EU many categories similar to 
those associated with Iran(such as dry and fresh fruits, yam and textile) and had an 
Economic Reform Program similar to Iran's Socio-Economic Plan. This situation 
moved the static economics of both countries toward a more market-based orientation. 
Iran and Turkey have the second highest Esa ( 35.76%) in comparison with 
other competitors' economies. Conceding the fact that Turkey has the second 
GNP/Capita of $2970 after Iran, and a similar population range of over 60 million, its 
agriculture percentage of GDP is only 15.96% (i. e. 8.1 % less than Iran). 
The Non-Oil Export Similarity indices (ESa) of Iran/Indonesia, and 
Iran/Venezuela are 20.81% and 14.4% respectively, given the fact that Indonesia's 
agriculture percentage of GDP was 26%, and Venezuela's was only 5.1 % in 1994. Of 
course, the GNP/Capita of Venezuela (US$2840) was four times higher than 
Indonesia's , and less than that of Iran and Turkey 
in 1994. 
With respect to Fig 5.2.3, we can state that Indonesia's exports to EU was 
15.1 % of its total merchandise exports, while, as is shown in Fig. 5.2.2, Venezuela's 
exports to EU was only 10.39% in 1992. 
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5.4 Conclusion 
In sum, economic growth in developing countries from 1950 to 1992 was 2.5 percent 
per year; that is, it has doubled over the past 28 years subject to price index, income 
figures, and other economic factors. 3 
There is concrete evidence to show that developing countries like Iran, Turkey, 
Venezuela, Indonesia, and Egypt embark on their export program once they have 
selected their export market. As a consequence, the major direction of their exports 
will be toward developed countries ( i. e. EU). Nevertheless, as regards the export 
similarity index for selected categories in which they compete, Iran/Egypt and 
Iran/Turkey had in 1994 the highest degree of Non-Oil Export Similarity Index 
because of factors like agriculture percentage of GDP, population, and similar politico- 
economic structures. 
Iran, like other countries, has to have imports. Therefore, in order to provide the 
foreign exchange needed for imports, non-oil exports must be expanded and increased 
rapidly to substitute for oil exports. Many efforts in this regards were made during 
Iran's First Socio-Economic-Development Plan( 1989-1994). The development and 
prediction of Iran's Second Socio- Economic Plan ( 1995-1999) by using economic, 
and marketing tools will be discussed in the next chapter. 
3 Source: World Bank, World Development Report, Washington DC. , 1993. 
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Prediction of Iran's Marketing Performance with EU 
6.1 Introduction 
In Chapter 4, after the product selection was made, we reviewed and analysed Iran's 
Non-Oil exports product to EU during 1989-94, and evaluated her Revealed 
Comparative Advantage Indices (RCA). In Chapter 5, we analysed Iran's competitors 
in detail and, after the classification of each competitor, we figured out the Non-Oil 
Export Similarity Index (ESA) for Iran and the major competitors. 
In the follow up to this chapter, we would like to predict Iran's trade with EU 
according to Iran's Second- Development Plan(1995-99) and with respect to three 
categories: (a) political and cultural background; (b) economic and marketing 
analyses; and ( c) interviews with experts. 
6.2 Political and Cultural Categories 
The future of capitalism, unlike the ending of Communism, will be under enormous 
pressure. Demographic factors such as population density, sex , age, income, 
education, race, and the effect of new industries based on the knowledge of global 
economics will cause new problems for Capitalism. Today we can observe the 
reduction of wages in the U. S., the increase of unemployment in the EU , the recession 
in Japan and other Asian countries, and a drastic fall in of oil prices . The above- 
mentioned events can stem from certain major facts: (a) Communism has terminated 
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( i. e. over 1.9 billion population, that is 1/3 of the world's population, will join the 
Capitalist system), which will eventually change the system of capitalism; (b) the 
industries that were dependent on natural resources will be converted into mind- 
oriented ones ; (c) the population problem ( i. e. demographic), and the way the people 
migrate; (d) for the first time in human history, we will face a real global economy in 
which we can produce anything in one place, and sell them in another location ; and 
(e) in the next 200 years, no absolute power like the U. S. would exist- in the world: 
for instance, the U. S. - China arguments over rights of intellectual ownership have not 
been accepted yet ( Lester. C. Thurow, 1997). 
Considering Iran's major international marketing strategy during her First 
Development Plan, especially with regard to the political stability of relations with EU, 
it is highly expected that Iran will continue its current policy of making external debt 
repayment a priority, and will run a current-account surplus in order to raise the 
necessary foreign exchange. It is likely to be helped in this by more favourable oil 
prices, which may also allow an easing of current import restrictions. Of course, we 
must take into account, the fact that, due to a decrease in oil prices in recent years, 
Iran cannot rely solely on her oil exports to make its external debt repayments. 
Hence, it must increases her non-oil exports during its Second and Third Development 
Plans. Also Iran could join WTO, provided that (a) more trade liberalisation and 
international monitoring of trade legislation is introduced, (b) more exchange rates and 
subsidy reforms are legislated, and ( c) better financial markets are opened up to 
guarantee intellectual property rights. 
Culture is defined , according to Kroeber and Parsons (1958) , as " transmitted 
and created content and patterns of values, ideas, and other symbolic meaningful 
systems as factors in the shaping of human behaviour and the artifacts produced 
through behaviour". The basic elements of Iranian culture are religion, language, and 
its pre-Islamic past. An understanding of the Western impact on cultural mores and 
traditions has led Islamic countries, including Iran, to be highly selective in borrowing 
ideas from the West, and accepting the concepts of progress , Research and 
Development. However its high power distance and relatively high individualism as 
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identified by Hofstede ( Chapter 2) suggest it can happily work together to achieve 
economic targets, and trade with its historical partners without conflicting with its 
culture. 
In short, considering the above facts, we can conclude that Iran has a strategic 
position in the Middle East, and a good potential for dominance in the vast area of oil 
and sea routes. Therefore, having trade with Iran is very crucial to Western countries, 
specially to the EU. With the termination of Communism and the recent creation of 
New Soviet Republics on the one hand, and also because of Iran's friendly relations 
with Azarbayejan, Turkamanistan, Ghazagestan ( particularly in view of the fact that 
Islam is a common religion) on the other, it is expected that Iran's total non-oil 
exports will be directed more to her neighbours as long as there is a potential for 
marketing its commodities. Nevertheless, EU remains Iran's major trade partner, 
mainly for reasons of political economy, and of technological-cultural influences in the 
past. 
6.3 Economic and Marketing Analyses 
According to Iran's Second Economic Development Plan, its economy and 
international marketing are expected to be more liberalised and opened up to the 
West. The role of the state is being reduced and foreign investment will be more 
encouraged. On the other hand, international financial institutions like the World Bank 
have financed and secured Iran's loans after the Persian Gulf war. 
On the other hand, according to the variables that were mentioned in Chapter I 
section 1.2, the most significant elements in Iran's economic and marketing analysis 
are: GDP, Population, Wholesale price(Pw), Consumer Price Index (CPI), and Non- 
Oil Exports. Kalbasi(95) uses a gravity model which includes several factors such as 
the sea distance between countries. We prefer to use time series given patterns that are 
visible in the data over time. We will use two methods the time series analysis through 
moving average, and multiple regression for forecasting Iran's major economic and 
marketing factors trend during its Second Development Plan(1995-99) period. 
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6.3.1 Prediction of GDP 
The growth of the GDP', which is the sum of the values added in various sectors, 
indicates the growth in the productive capability of an economic system. The average 
annual rate of growth of the GDP demonstrated in Table 6.1 is approximately 9% 
during Iran's First Development Plan ( 1988-1994). 
Table 6.1 ( Iran's Maior Economic and Mnrlci-tino, Fnrtnrc I Cj, 7C)_C)Aý2 
Year GDP N Pw CPI x 
79 5970 37.20 15.1 15.5 0.79 
80 6632 39.30 19.8 18.7 0.80 
81 8009 40.85 24.4 23.2 0.52 
82 10540 42.48 27.6 27.6 0.35 
83 13376 44.08 31.6 33.0 1.30 
84 14804 45.80 34.0 37.1 0.88 
85 15775 47.82 35.8 38.8 0.70 
86 16227 49.44 42.6 45.9 1.29 
87 19949 50.66 56.4 59.0 1.86 
88 22304 51.91 68.9 75.9 1.68 
89 27787 53.19 82.9 92.9 1.07 
90 36645 54.50 100 100 1.25 
91 50107 55.84 125.8 117.1 2.54 
92 66463 57.15 167.4 147.2 2.79 
93 93610 58.49 210.2 178.4 3.75 
94 129777 59.78 289.3 234.6 4.82 
'GDP = C+ Ig +G + NX 
C= Personal Consumption expenditures 
Ig = Gross private domestic investment 
G= Government purchases of goods and services. 
NX = Net export earnings =( X-M). 
Source : International Financial Statistics Year Book, 1996 
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Where: GDP = Gross Domestic Product (billions of Rials). 
N= Population ( in millions) 
Pw = Wholesale Price Index numbers ( 1990=100). 
CPI = Consumer Price Index, Index numbers (1990=100) 
X= Non-Oil Exports (US $ billion). 
Predicting increases in GDP and other factors, individual increases can be misleading 
due to short term effects or political factors. More reliable way is to use five year 
Moving Average of the percentage increases. This gives a better picture of the 
underlying pattern, whilst including the averages for the specific plans. 
Table 6.2 ( Iran's Average GDP, in Percentage Increase, 1979-1994) 
Year GDP Yearly 
Increase 
Percentage Increase Moving Average of The 
Last Five Years % Incr 
(Bn-Bn-1) 1 00*(Bn-Bn-1))/Bn (D3+D4+D5+D6 +D7)/5 
1979 5970 
1980 6632 662 9.981906 
1981 1 8009 1377 17.19316 
1982 10540 2531 24.01328 
1983 13376 2836 21.20215 
1984 14804 1428 9.646042 16.40731 
1985 1 15775 971 6.155309 15.64199 
1986 16227 452 2.785481 12.76045 
1987 19949 3722 18.65758 11.68931 
1988 22304 2355 10.55864 9.560611 
1989 27787 5483 19.73225 11.57785 
1990 36645 8858 24.17247 15.18128 
1991 50107 13462 26.86651 19.99749 
1992 66463 16356 24.60918 21.18781 
1993 93610 27147 29.00011 24.87611 
1994 1297771 361671 27.86857 1 26.50 
By looking at Table 6.2, and Fig. 6.3.1, over successive five years the moving 
average came down from 16% to 9% during the first five years of the plan, before 
increasing up to 26% by 1994. This shows the need for a rolling estimate of changes in 
GDP rather than just five yearly snapshots. Especially as from Fig. 6.3.1 we can see 
elements of a cycle which will influence short term estimating. 
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Fig. 6.3.1 ( Iran's GDP, Moving Average of Last Five Years, 1984-94) 
For longer estimating, if we use Multiple Regression analysis we get a 
relationship, Y=aC "' I 'ý" G 013 then by using Natural Logarithm this equation will 
change to linear shape. Then we have In y= In a+ al In C +(Y-2 InI +(Y-3 In G, for Iran's 
GDP sample range of 1979-1994, then we can see that the Durbin-Watson Statistics 
value is 1.852, which is an acceptable one 3, and that by 1999 Iran's predicted GDP 
will reached to IR 810314.3 billion with an Error of 20436.83 ( Government policies 
and external factors make multiple regression more reliable than time series for longer 
term forecasting). 
Durbin-Watson Statistics Value is valid if it is between 1.7 to 2.0 
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Table 6.3 ( Iran's Forecast Value for GDP, 1995_99)4 
Year Estimated GDP Error 
1995 184149.1 2881.402 
1996 264063.2 5071.374 
1997 381676.3 8330.685 
1998 554932.0 13194.62 
1999 810314.3 20436.83 
In short, we can conclude that by using time series analysis we can make better 
prediction based on moving average for GDP( Fig. 6.3.1), rather than long term 
prediction based on regression analysis ( Table 6.3). 
6.3.2 Prediction of Population (N) 
The second important economic and marketing factor is population. Dramatic 
population growth remains one of the key problems for economic planners in Iran. 
Owing to government encouragement during the 1980s, Iran's population had reached 
an annual rate of 3.9% by the end of 1989 . By looking at Table 6.4 , we can see that 
Iran's population increased by an average of 38.31 % from 1979 to 1989, and from 
1989 to 1994 it increased by an average of 27.54 %. 
However, concern over the ability of the state to cater for the increased demand 
in basic foodstuffs, housing and education forced the government to rethink its policy. 
Subsequently, the Islamic Republic of Iran embarked on an extensive family planning 
programme in which the Iranians were urged to have no more than two children, and 
contraceptives were made widely available to the general public. Therefore, we can 
not rely only on time series analysis for forecasting Iran's population rate during the 
1995-99 period. By using Equation 6.1 and its derivative, Equation 6.2, we can 
4 Note: GDP is based on Billion Rial. 
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determine the average population growth during the last decade (1986-1996) and 
forecast the next period as folloWS5: 
n P, 
(I 
Po 
Where: r= population rate 
Pj= population for the next year 
Equation 6.1 
n= number of years 
P,, = population for the base year. 
Thus, we can derive the equation for the population rate during 1986-96 period as 
follows : 
P, I/n 
r= [(-) 
PO 
1986-96 :[( 
-1]* 100 
61.5 1/10 
49.4 
-II* 100 = 2.21 % 
Equation 6.2 
We must bear in mind the fact that Iran's population had decreased from 2.78 % in 
1980 to 2.3% in 1994. On the basis of the latest data available from IMF, Iran's 
population was about 61.5 million in 1996. Thus, by applying the equation 6.2, we 
have calculated that Iran's population annual compound rate in the last decade was 
2.21%. 
On the other hand, because Iran has adopted new regulations for birth control 
and has also provided health care facilities to reduce death rate, it can be predicted that 
Iran's population will reach to 65.26 million by 1999 ( at the rate of 2% per year). 
By the same token, if we assume that Iran's Second Development Plan works as 
expected, and that the program for the reduction of death rate and the improvement of 
health care system goes ahead smoothly, it could then be forecast that the population 
rate will be approximately 1.7%, which will be 64.68 by 1999.6 
5 The average population growth was derived from compounding rate of interest formula. 
6 Note: Population (n) =[ Population( n-1)] * [( 1+ r )] 
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Year N Yearly 
Increase 
Percentage Increase Moving Average of The 
Last Five Years % Incr 
(Bn-Bn ((100 *(Bn-Bn-1))/Bn (D3+D4+D5+D6+D7)/5 
1979 37.21 
1980 39.3 2.1 5.343511 
1981 40.85 1.55 3.79437 
1982 42.48 1.63 3.8371 
1983 44.08 1.6 3.629764 
1984 45.8 1.72 3.755459 4.072041 
1985. 47.82 2.02 4.224174 3.848173 
1986 49.44 1.62 3.276699 3.744639 
1987 50.66 1.22 2.408212 3.458861 
1988 51-91 1.25 2.408014 3.214511 
1989 53.19 1.28 2.406467 2.944713 
1990 54.5 1.31 2.40367 2.580612 
1991 55.84 1.34 2.399713 2.405215 
1992 57.15 1.31 2.292213 2.382016 
1993 1 58.49 1.34 2,29099 2.358611 
11994 1 59.78 1 1.29 1 2.157912 2 
Table 6.4 ( Iran's Average Population, in Percentage Increase, 1979-94) 
6.3.3 Prediction of Wholesale Price ( Pw) 
Another important economic and marketing factor, specially with respect to producers 
in a developing country like Iran, is the wholesale price level(Pw). It is actually a scale 
for determining how much producers in a country will pay for costs of their allocation 
of resources, transportation, insurance, and other expenses of the selected basket of 
goods. 
By looking at Table 6.5, and using the time series analysis through moving 
average( Fig. 6.3.2), we have determined that the average increase between Iran's Pw 
during 1979-84 is 14%, whereas by 1994 increased to 22 
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Year Pw Yearly 
Increase 
Percentage Increase Moving Average of The Last 
Five Years %Incr 
(Bn-Bn-1) ((1 00*(Bn-Bn-1))/Bn (ID3 +D4+D5+D6+D7)/5 
19791 15.1 
19801 19.8 4.7 23.73737 
1981 24.4 4.6 18.85246 
1982 27.6 3.2 11.5942 
19831 31.6 4 12-65823 
1984 34 2.4 7.058824 14.78022 
1985 35.8 1.8 5.027933 11-03833 
1986 42.6 6.8 15.96244 10.46033 
1987 1 56.4 13.8 24.46809 13.0351 
1988 68.9 12.5 18.14224 14.1319 
1989 82.9 14 16.88782 16.0977 
1990 100 17.1 17.1 18.51212 
1991 1 125.8 25.8 20.50874 19.42138 
1992 167.4 41.6 24.85066 19.49789 
1993 210.2 42.8 20.36156 19.94176 
1994 289.3 79.1 27.34186 
1 
22.03256 
Table 6.5 ( Iran's Average Pw, in Percentage Increase, 1979-94) 
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Fig. 6.3.2 ( Iran's Pw, Moving Average of Last Five Years, 1984-94) 
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On the other hand, we can forecast that Pw will increase with an average rate 
of 44% during 1994-99(103.62% increase compared to the 1989-94 period), which 
shows that the producers in Iran will have to pay up to 40% inflation for using 
resources, transportation, and other costs in the next 5 years. 
Furthermore, by looking at Table 6.6, and using Multiple Regression analysis we 
get a relationship, In Pw = In a+P, In C +P21n N +P3 In P for Iran's wholesale Price 
( pW)7 sample range of 1979-94, then we can see that Durbin- Watson Statistics value 
is 1.987, which is an acceptable one, and that by 1999 Iran's predicted Pw will reached 
to 1400.734 with Standard Error of regression of 4.97. 
Table 6.6 ( Iran's Forecast Value for Pw, 1995_99)8 
Year Estimated Pw Year Estimated Pw 
1995 385.5037 1998 1006.068 
1996 528.4711 1999 1400.734 
1997 725.713 
1 ----- I ---- I 
By comparing Fig. 6.3.2 with Table 6.6, we can conclude that by using time series 
analysis, our prediction based on moving average for Wholesale Price(Pw) is more 
accurate than regression analysis. 
6.3.4 Prediction of CPI 
The Consumer Price Index (CPI) measures the average level of prices of goods and 
services typically consumed by an urban family. To construct the price index, the 
Department of Labour have selected a base period ( 1990 = 100). It has also selected 
a basket of goods (i. e. the quantities of over 300 different goods) and services that 
were typically consumed by urban households in the base period. 
7 Pw= Is amount for basket of over 300 of different goods (Wholesale Price Index). 
8 Pw= aC 
01 N P2 pP3 ; 
where: a is constant, C: consumption, N: population, and P: Production. 
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To forecast the CPI and the rate of inflation for Iran's Second Plan( 1995-99), 
we can calculate the data available from 1979 to 1994 by using the time series analysis, 
as shown in Table 6.6. The average CPI increased by 15.9 % between the 1979-84 
period. Also, compared to the 1989-94 period, the average CPI increased by 16.7%. 
Therefore, it is predicted that the average CPI during the 1995-99 period will 
increase by 17.2 % in comparison with the previous period ( from Fig. 6.3.3). 
Table 6.7 ( Iran's Average CPI, in Percentage Increase, 1979-94) 
Year CPI Yearly 
Increase 
Percentage Increase Moving Average of The 
Last Five Years %Incr 
(Bn-Bn-1) ((1 00*(Bn-Bn-1))/Bn (ID3 +D4+D5+D6+D7)/5 
1979 15.5 
1980 18.7 3.2 17.1123 
1981 23.2 4.5 19.39655 
1982 27. 4.4 15.94203 
1983 33" 5.4 16.36364 
1984 37.1 4.1 11.05121 15.97315 
1985 1 38.8 1.7 4.381443 13.42697 
1986 45.9 7.1 15.46841 12.64135 
1987 59 13.1 22.20339 13.89362 
1988 75.9 16.9 22.26614 15.07412 
1989 92.9 17 18.29925 16.52373 
1990 100 7.1 7.1 17.06744 
1991 117.1 17.1 14.6029 16.89434 
1992 147.2 30.1 20.44837 16.54333 
1993 178.4 31.2 17.48879 15.58786 
19 6 [-56.2 23.95567 16.71915 
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Fig. 6.3.3 ( Iran's CPI, Moving Average of Last Five Years, 1984-94) 
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Moreover, by looking at Table 6.8, and using Multiple Regression analysis we 
can get a relationship, In 1, = In a+ yj In y+ 'y2 In P+ y3 
In N, for sample range of 
1979-94, then we can observe that the Durbin-Watson Statistics value is 1.813, which 
is an acceptable one, and that by 1999 Iran's predicted CPI will reach to 950.14 with 
Standard Error of Regression of 6.55 . 
Table 6.8 ( Iran's Forecast Value for CPI, 1995-99)9 
Year Estimated CPI Year Estimated CPI 
1995 303.16 1998 704.15 
1996 397.05 1999 950.14 
1997 526.14 ----- ---- 
9 (CPI) I, =a y'y' P'ý2N73 
where: a is constant, y= GDP, P= Production, N= population, 
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In sum, we can conclude that by using time series analysis our prediction based 
on moving average for CPI (Fig. 6.3.3) is more accurate than long term prediction 
based on regression analysis which assumes a cycle in the data and leads to prediction 
for Iran's second plan( Table 6.8). 
On the other hand, considering the Iranian governments 'exchange rate 
policy(IR. 3000 : $), which aims at holding the export rate project at the same rate 
until March 1997, it is predicted that the average foreign exchange rate for the 
calendar year 1997-98 will be IR. 3,450 :$ while the official rate of IR 1,750: $ will 
remain unchanged. On the other hand, reviewing the Pw and CPI for the period 1979- 
94 with an inflation rate of 50%, and conceding the fact that there will be inflationary 
pressures from anticipated devaluation, as well as further cuts in subsidies( such as 
raising prices of fuel, postal charges, and domestic air fares-, all of which are part of 
Iran's Second Development Plan-, and due to the governments' fiscal deficit), we can 
ensure that the inflation rate will remain relatively high. Therefore, it is predictable 
that, with a new president in power and with Iran's Second Development Plan going 
ahead smoothly, the consumer price inflation will be curbed and reduced to 25% by 
1999. 
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6.3.5 Prediction of Iran's Non-Oil Exports 
Increasing Non-Oil exports is part of Iran's major Second- Development Plan. Using 
time series analysis ( Table 6.9, and Fig. 6.3.4), which draws on the data available 
during 1979-94 period, the five yearly averages rose from -57% through +16% in 
1989 and end up with an average increase of 24.38% during this period. 
Table 6.9 ( Iran's Average Non-Oil Exnort-.; 
- in Percentnpe. 1979-9,4) Year X, $ Billion Yearly 
Increase 
Percentage Increase Moving Average of The 
Last Five Years %Incr 
(Bn-Bn-1) ((100*(Bn-Bn-1))/Bn (D3+D4+D5+D6+D7)/5 
1979 0.79 
1980 0.8 0.01 1.25 
1981 0.52 -0.28 -53.8462 
1982 -0.17 -48.5714 
1983 1.3 0.95 73.07692 
1984 0.361 -0.939 -260.111 -57.6403 
1985 0.465 0.104 22.36559 -53.4172 
1986 0.915 0.45 49.18033 -32.8119 
1987 1.16 0.245 21.12069 -18.8735 
1988 1.03 -0.13 -12.6214 -36.0131 
1989 1.07 0.04 3.738318 16.75671 
1990 1.25 0.18 14.4 15.1636 
1991 1 2.54 1.29 50.7874 15.48501 
1992 2.79 0.25 8.960573 13.05299 
1993 3.75 0.96 25.6 20.69726 
1 1994 
. 
4.82 1 1.07 1 22.19917 24.389431 
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Fig. 6.3.4 ( Iran's Non-Oil Exports, Moving Average of Last Five Years, 1984-94) 
We can also forecast Iran's Non-Oil exports, by using the Multiple Regression'o 
analysis for Iran and the EU countries by using the most important factors such as 
GDP, population, an distance for sample range of 1979-94, where the Durbin-Watson 
Statistics value is 1.850633, which is an acceptable value ( Table 6.10). A glance at 
Table 6.10 reveals that by 1999 Iran's Non-Oil exports will reach US $ 7.1615 
billion, with a Standard Error of 1.025 1, that proves we can make a good prediction 
based on long term( 1979-99) regression analysis for Non-Oil Exports Also, we can 
make a better prediction based on moving average of the last five years for Non-Oil 
exports (Fig. 6.3.4). 
10 
xi =a yi (XI yj 
(X2 Ni W Nj a4 Dij '5 where ; yj = GDP of exported country, 
yj = GDP of 
importer, Nij = population of exported, imp, Dij = distance i, j. 
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Year Estimated Non- 
Oil Exports, X 
Error 
1995 5.2574 0.590027 
1996 5.7133 0.762234 
1997 6.1844 0.872421 
1998 6.6679 0.955171 
1999 7.1615 1.025173 
Table 6.10 (Iran's Forecast Value for Non-Oil Exports, 1995-99) " 
6.4 Interviews 
In Tehran, (the Secretary General, Iran chamber of Commerce), comments included: 
oil decreasing in long run, the importance of Iran to join WTO, EU discrimination ( 
e. g. on Iran's Saffron), the possibility of EU replacing USA for Iran in Gum product. 
Finally the Chamber was very interested in such an analysis which allowed product 
comparisons in such detail ( e. g. Chapter 4) . 
In Paris, (the Director, Centre of France Exterior Commerce OECD), comments 
were: analysis should use comparable data e. g. OECD figures as Standard 
International Trade Classification( SITC), and concentrate on measures like RCA and 
ESA( e. g. Chapter 5). 
In Bradford, (International Manager of Chamber of Commerce) comments were 
to regain business confidence through export finance insurance, and increase cultural 
awareness in EU through export seminars etc.. ( e. g. Chapter 2). 
We can say that interviews with experts in the field of our studies 
(see Appendix- 1), indicates that Iran's oil exports will be out in the next 65 years, and 
that Iran has no alternative to keeping its economy alive, unless it increases its Non- 
11 The relationship is: In xi = In a+ (xi In yj + (X21n yj + U3 In Ni + cc4ln Nj +(X5 In Dij 
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Oil exports . These interviews enabled us to get the latest data from OECD Centre in 
France, and to find Iran's Reveal Comparative Advantage for categories such as fresh 
and dry fruits, rug and carpets, etc. Also they made it possible for us to determine the 
Export Similarity Indices for Iran and its competitors. All in all, considering the trend 
forecast of Iran's Non-Oil exports ( US $ 10 Billion, by 1999), we can conclude 
that Iran's best trade partner will remain the EU. 
On the other hand, Iran's controversial membership of WTO has been a very 
important issue, recognising the fact that after 1979 revolution , Iran had some 
difficulties with its external debts, and its Line of Credit. Therefore, seeing that out of 
185 countries over 124 have already joined WTO, we can forecast that Iran has no 
choice but to join WTO by the year 2000, and that , in doing so, it will expand 
its 
trade with developed nations, specially with EU. 
In short, if Iran joins WTO unconditionally, its industries will suffer seriously, 
since it is not an industrialised country yet . Nonetheless, we ought to consider 
Iran's 
Reveal Comparative Advantage( RCA) for its major exports categories such as 
fresh/dry fruits ( pistachios, dates, etc.. ), constructive and decorative stones, ores, raw 
materials for cement manufacturing, gypsum, animal husbandry and related products 
( animal skins, pickled skins, casings, etc.. ). These factors point up Iran's potential to 
join WTO, whereby it can hope to expand it trade relations with EU. 
6.5 Conclusion 
In summary, considering the political, cultural, economic, and marketing analyses 
conducted so far , and given the 
interviews with experts regarding our research, we 
can predict that Iran's overall marketing during its Second Development-Plan will be 
as follows: 
I- Oil prices will remain a key determinant of Iran's economic prospects. Overall, the 
economy is expected to improve as oil production rises with the support of rising oil 
prices on one hand, and increasing non-oil exports on the other, as part of Iran's 
Second Socio- Economic Development Plan. 
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2- Due to increase in oil production, the import controls will be more relaxed, causing 
Iran's GDP to increase by 3.4% per year. 
3- The population rate could decrease by 1.7%, and will reach 64.68 million by 1999. 
4- The wholesale price will increase by an average of 22%. 
5- The Consumer Price Index will increase by an average of 17.2% and, due to 
expanding non-oil exports, and government efforts to curb inflation, the private 
consumption should increase by an average of 2.6% per year, and inflation could be 
reduced to 25% by 1999. 
6- Total non-oil exports during Iran's First Plan ( 1989-94) was approximately US $ 
17 billion ( its was planned for US $ 17.8 billion). Thus, it is expected that during 
Iran's Second Plan(1994-99) the total non-oil exports will amount to over US$ 27 
billion , with an annual average increase of 8.4% . 
Last, but not least, it is worth noting that the above factors, together with higher 
rates of growth in the leading trade economies and the gradual liberalisation of the 
international trade regime in line with the 1993 WTO accord, will help sustain high 
rates of world trade growth averaging 7.3% per year during 1996-2000. Combined 
with the strong rates of growth in the Middle East and in Europe, this situation will 
help Iran's economy to expand by an average of 3% per year, which in turn will 
promote the growth of its non-oil exports, specially to EU. 12 When the data is 
available similar analysis could provide prediction for 1999 onwards. 
12 Source: The Economist Intelligence Unit (EIU) Country Forecasts: Middle East/Africa, 1996. 
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Conclusion and Implications of the Results 
7.1 Summary of all the Conclusions 
International commerce and competition through organisations like WTO which 
provide easier access to the world trade, are fundamental means not only of economic 
growth, but also of structural change in economies. Market economies are dynamic 
systems engaged in continuos processes of structural change. 
Once trade has started and each developing country like Iran has placed more 
emphasis on its own area of comparative advantage, the labourer in each country can 
obtain a larger quantity of consumer goods for the same amount of work when 
people specialise in the area of comparative advantage and trade. It must, however, 
be realised that in this respect the labourers are at a relative disadvantage as a result 
of their own production of goods. 
On the other hand, considering the fact that in the 1980s Iran had difficulties 
with economic and marketing factors such as inflation, population growth rate, 
exporting goods, negative exchange revenue and falling oil prices, it has to expand 
its non-oil exports as an only alternative for providing the necessary exchange and 
revenue for the country in accordance with its Second Development Plan. 
In doing so, Iran has passed quite successfully through its First Socio- 
Economic Development Plan, and is now being in process of its second plan, has a 
good potential to join GATT, since WTO membership for Iran would reinforce the 
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current trend toward economic liberalisation and undoubtedly enhance other 
countries' perception of Iran as potentially profitable market. 
In view of the expansion programme already in operation, we can see that Iran's 
total Non-Oil exports has increased by an average of 24.38% according to Iran's 
First Plan, with EU being its top trade partner. In comparing Iran's major competitor 
economies, we can conclude that Iran /Egypt had the highest Export Similarity Index 
for Non-Oil exports to EU( 49.84%) during the 1989-94 period. 
Iran, like other developing countries, needs to have imports. In order to 
provide the foreign exchange required for this purpose, it has no option but to 
maintain the production of three million barrels of oil per day (a sixth of the entire 
total production of the OPEC countries) and to expand its non-oil exports with an 
annual average increase of 8.4% so it can target the total estimation ( US $27.5 
billion) for the Second Plan (1994-99). 
In sum, it is forecasted that Iran has gradually begun to move away from some 
of the extreme economic, marketing, political , and cultural views that 
it embraced in 
the 1980s, considering the fact that oil prices will be a major component of Iran's 
economy and that non-oil products should reach at least US $ 6.165 billion, by the 
end of the 1999, as already planned. 
On the other hand, by using a time series analysis we can conclude that the 
major factors involved in our forecast for the Second Plan are as follows: (1) an 
increase in GDP at the rate of 3.4% per year; (2) a drop in population rate, estimated 
at 1.7% per year ; (3) a rise in wholesale price index by an average of 22% ; (4) a 
slump in consumer price index(i. e. inflation), expected to reach 25% by 1999. 
Moreover, using a time series analysis we can make a short term prediction 
based on Moving Average of the last five years increases to 26.50,22.03,16.7 1, and 
24.38 for GDP, Pw, CPI, and Non-Oil exports(x) respectively. 
In addition, we can make a long term prediction based on multiple regression 
analysis and this leads to a prediction for Iran's Third Social Economic Development 
Plan. 
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7.2 Implications of the Results 
It is now an established fact that over 67% of the countries of the world have already 
joined WTO, that there are still unequal economic and international marketing 
relationships between developed countries and developing countries like Iran that 
GATT has provided facilities such as undiscriminatory rules and technical aids for 
developing countries, and that there was a sharp fall of over 24.4% in oil prices 
during last year. Given this situation, it is expected that Iran , which has already 
experienced her First Socio-Economic Development Plan, and which increased its 
non-oil exports ratio to total exports to over 25% in 1994, will join WTO by the end 
of its Second Plan in 1999 with a view to gaining its market share back from its 
competitor economies such as Turkey, as well as establishing its share in accordance 
with WTO's General Supply Performance (GSP) system, especially in categories like 
fresh/dry fruits, and carpets in which Iran has Revealed Comparative Advantage .1 
Based on Iran's experience during its First Plan, and the empirical finding of the 
research, we can conclude that the Iranian export program has followed the proposed 
model discussed in 3.4, and that Iran could organise her economy by selecting and 
concentrating on more than 14 categories ( Table 5.4) exported to LDCs, mostly 
neighbouring countries in the region, and to her major trade partner, the "EU". 
Of course, by looking at Iran's Non-Oil exports products to EU during 
(1989-94), and bearing in mind the fact that Iran has excellent natural resources and 
relatively cheap labour supply compared to its competitors on one hand, and positive 
trade indices with EU in categories such as fresh/dry fruits with RCA= 0.99, and 
clothing &Accessories with RCA=0.89 on the other, it can be indicated that 
investment in the agricultural sector, along with advertising for Iran as a fashion 
country in textile industry, could have a positive Return on Investment (ROI), and 
therefore be an excellent area for expanding non-oil exports, especially with EU. 
From yet another point of view, we can see that Iran's Non-Oil Export 
Similarity Index(ESa) with Egypt, Turkey, and Indonesia was 49.84%, 35.76%, 
1 Note: According to WTO's GSP, Iran's share was only 240 tons for textile, including carpets, 
although Iran's real exports of carpet and textile was over 23500 tons in 1992. 
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20.81% respectively in 1994. Thus these figures indicate that Iran has three major 
competitors in international economics and marketing, specially in the 14 
categories(such as yam and carpets, and clothing accessories) that were exported to 
EU. This results from a similar trend exhibited by agriculture and industry in terms 
percentage of GDP. 
In short, despite trade sanctions against Iran, the EU has been the major trade 
partner by having had over $ 4.85 billion of imports into Iran, and $ 5.4 billion of 
exports from it, whereas the US had over $1 billion of indirect sales in 1994. Thus, 
Iran, being the new Chairman of the OIC, and having good relations with over fifty- 
four Islamic countries and the EU, is expected to have more political stability in near 
future. Also, in accordance with her Second Development Plan, which emphasised the 
development of industries such as steel, the production of machinery and tools for 
agriculture, an increase in the import of capital and intermediate goods, and the 
reduction of import of consumption goods, it is predicted that Iran will increase her 
non-oil exports products to over 8.4% annually, and that it will gradually begin to 
move away from some of the extreme economic views that were embraced in the 
1980s, thus preparing the ground for joining international organisation like WTO. 
On the other hand, considering the interviews with experts in this field of study, 
and our analysis of export marketing for Iran, we can conclude that Iranian marketers 
can expand and develop Iran's market share especially to the EU by improving Iran's 
credit( e. g. LQ, and insurance policies in order to change the recent bad image of 
Iran as a creditor world-wide. 
At the company level the research has revealed opportunities for marketing 
certain products to the EU ( e. g. Saffron, cotton, clothing accessories) which are not 
usually seen as areas of major exports. 
The research has revealed some real advantages for Iran over its competitors 
and companies should consider the product and the competition in the light of this 
work. 
This research has demonstrated the advantages of discovering the appropriate 
data and applying the various models to an important area of Iran's future planning. 
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7.3 Future Research 
Our main focus during this research was on export to the EU, and the major purpose 
of the study was to look at and evaluate the non-oil exports by defining major factors 
such as GDP, and CPI during Iran's First Socio- Economic Development Plan. In line 
with this research, it would be appropriate if exports to other regions such as the 
neighbouring and the Middle Eastern countries were also examined. Thus, through a 
comprehensive research on exports, we would be able to workout systematic 
decisions. It is also important to look into factors affecting imports since imports feed 
exports to a large extent. This requires significant analysis of custom's data to ensure 
meaningful product analysis( Appendix III contains some specific comments about 
this data collection and conversion). 
Furthermore, since Islamic countries constituting about 20 percent of the 
world's population. In sheer numbers, the Islamic nations account for a large and 
growing up group of markets. Having experience with evaluating factors influencing 
the marketing of non-oil products for Iran's exports to EU during our research, and 
determining the Revealed Comparative advantage, and Export Similarity Index for 
Iran and its major competitors, thus it would be essential to do further study on 
evaluating Revealed Comparative Advantage among members of OIC . 
In addition, existence of similarities among the export products is considered to 
be one of the impediments for the economic integration among the member states of a 
block. A glance at the composition of the export commodities of the OIC members, 
particularly the export items which in exporting them these counties enjoy a Revealed 
Comparative Advantage, makes it clear that the majority of these countries are 
exporters of raw materials, agricultural producers and a few items of consumer 
goods. However, the main industrial commodities of these countries consist of the 
light consumer manufactures, textiles, food stuff, construction materials, and 
minerals. 
Moreover, heavy reliance on a limited number of export commodities and the 
fact that the economies of the OIC members would not sufficiently complement each 
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other, are among the effective reasons for the present low level of trade transactions 
among them. Therefore, by having experience with the European Market in our 
research, a comprehensive research on Islamic Market could be very useful. It would 
still be necessary to look at short term and long term estimating of GDP and other 
factors. Most of these 55 members of OIC have same religion and similar culture, but 
with different income and political systems. Whereas EU member countries have 
similar politico-economic systems, but different religion and culture. It is hoped that 
such research would identify some common patterns among the OIC member 
countries in their trade with Iran. 
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Appendix I: Interview 
Interviewee : Dr. Shams Ardekani 
Position: Secretary General, Iran Chamber of Commerce, Industries & Mines 
Place : 254 Taleghani Avenue, Tehran, Iran, 15814 
On July 12,1997,1 had an official Interview with Iran's Secretary General 
of Commerce, Industries & Mines to discuss the problems that Iran faces in 
exporting its Non-Oil products to EU during its First Socio- Economic 
Development Plan (1989-1994), and to find out whether Iran has to join the 
WTO. 
Dr. Shams Ardekani was very impressed by the fact that there is research 
going on under the supervision of distinguished professor in UK, with the 
title of " Evaluating Factors Influencing Marketing of Non-Oil products for 
Iran's Exports to the EU. His comments included the following: 
l- Considering the fact that Iran's major income(i. e. oil) will presumably be 
out in approximately 65 years, it is very essential to increase the country's 
non-oil exports share as much as possible. 
2- The major economic issue that Iran faced during its First Plan, and could 
still face in the Second Plan, is to join the WTO . For example, for a product 
like raisin, Iran is currently producing 240 to 250 ton/year, whilst Egypt, 
which only produces 160 ton/year , can sell its product for 40% more than 
Iran since it is a WTO member. On the other hand, Greece an EU member, 
only produces 40 ton/year, but its sales quota almost equals that of Iran. This 
situation has come about as a result of discriminatory tariff agreements that 
are imposed on Iran through European and American Alliances. 
3- Iran's saffron(the best in the world) which brought in over US $ 9.7 
million revenue in 1994, has recently been jeopardised. The reason is that 
Spain, an EU member and producer of saffron, has been persuading the EU 
to reduce and finally eliminate Iran's export of that commodity to European 
markets so that Spanish saffron can sell better. 
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4- Another important non-oil product is gum tragacant, which has different 
uses for foodstuff, washing shampoos, and Gelatine for capsules, 0 of which 
only brought in US $ 0.388 million of revenue by being exported to EU in 
1994. More advertisement is certainly needed for developing its market, and 
its usage world-wide. 
5- In the long run, Iran should join WTO. But, seeing that some of WTO's 
laws contradict certain laws within Iran's constitution, especially with 
reference to the governments' control on subsidies, and tariffs, Iran should 
omit its subsidies, obtain more ISO certificates for both large and small 
industries and, last but not least, change its trade and commerce laws in 
compatible with WTO standards. 
Interviewee : Mr. Jean-Claude Schluty 
Position : Director, Centre of France Exterior Commerce. 
Place : Bureau de L' OCDE, Centre Francais du Commerce Exterior, 
10 Avenue d'Lena-75116- Paris. 
On August 27,1997,1 had an official interview with Mr. Jean-Claude 
Schluty, the Director of the Centre of the French Exterior Commerce in 
Paris. At first, we had some discussions about our research going on at 
Loughborough University Business School, and its importance for 
developing a new model for exporting Non-Oil products from Iran to EU. 
Given all the necessary information about the research, and in the light of our 
empirical work which uses equations such as Revealed Comparative 
Advantage ( RCA), and Export Similarity Indices ( ESa) for Iran and Its 
competitors, he recommended us to use the OECD Statistical Year Book 
(1995) data, by referring to Standard International Trade Classification 
(SITC) , and comparing the 
Export/Import of over 14 categories between 
EU and Iran's competitors. 
150 
Appendix 
Interviewee: Mr. Malcolm A. Swell 
Position : International Manager of Leeds, Bradford & North Yorkshire, 
Chamber of Commerce. 
Place : Leeds, Bradford & North Yorkshire, Chamber of Commerce of 
Commerce, Management Services, Phoenix House, Rushton Avenue, 
Bradford BD3 7BH. 
On September 5,1997,1 had an interview with Mr. Malcolm A. Swell, the 
International Manager of Leeds, Bradford & North Yorkshire, Chamber of 
Commerce. At first, we discussed the research topic" Evaluating Non-Oil 
exports from Iran to EU", and Iran's trade history with European Countries, 
specially Great Britain. 
Mr. Swell gave a brief background of his career that started as a shipping 
manager of John M. Potter Company in 1962, which used to ship wool via 
Australia to Iran, until 1971. In 1972 he became Bradford's Chamber of 
Commerce International Manager, in which capacity he dealt with Iran as 
one of the UK top trade partners until 1979. 
Considering Britain's past trade history with Iran ( 1970-79), and her long 
absence from the trading scene for the last 17 years, his comments on re- 
starting new era of trade with Iran included the following : 
I- Iran needs to regain its reputation and confidence back with EU, in order 
to open up its trade ( export/import) . In 
doing so, it has to guarantee 
European countries for export finance, for export insurance, and for export 
standardisation 
2- Iran needs to fill its cultural gaps by creating more international awareness 
through holding seminars in Iran and abroad to explain not only the 
comparative advantage of its products, but also its cultural, and religious 
values . 
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Marketing in Islamic Countries 
Iran's Case Study 
Ali Sanaie & B. Ranjbarian* 
Abstract 
Marketing in Islamic countries can be divided into two possible groups :I- The 
Middle East with two groups of similar industry and agriculture building on 
appropriate product specification on view of the overall world demand for goods. 
2- The Islamic Africa that includes the oil producing countries and LCD's. 
Political and legal forces has an important effect on international marketing activities. 
Recently, many developed and under developed countries have joined World Trade 
Organisation (WTO), and have less barriers on entry into foreign market, and also 
dealing less with laws such as tariffs, and anti-dumping . Economic factors such as 
Gross National Product per capita (GNP), social and cultural environment, such as 
material life, social interactions, language, mores, pride and prejudice of a foreign 
country, and Technological factors which varies tremendously between countries, can 
caused the competition between each market. Recently, some countries like Iran or 
Saudi Arabia has given rise to an economic system that is new to the world and links 
economic life with religion, and many Moslem countries have adopted a national 
economic perspective based on Islam. 
Iran as an Islamic developing country has planned two sets of socio-economical plan 
during ( 1989-1994,1995-1999). The major aim of this study is to review the potential 
and consumer market opportunities in Islamic countries, and review the Iran's latest 
marketing, and exports strategies. 
Introduction 
During the last decade global developments have had a great effect on the dynamics of 
world trade. Due to this effect a new International economic order is being forged, 
bringing with new demand and pressures on world market. Many of these changes can 
be attributed to the fast growing influence of Islamic countries. 
* Journal of International Marketing and Marketing Research, Vol. 2 1, No. 3, October 1996. 
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Islam has about 1000 million followers, that includes over 20 percent of the world 
population. Therefore, the Islamic nation account for a large growing groups of 
markets. Many countries like Iran, and Saudi Arabia are rich in resources, and their 
wealth has multiplied rapidly in short time. On the other hand, there is a growing trend 
in many Islamic countries toward passing national boundaries and unifying Muslims 
into common " brotherhood. " In case of achieving this goal, even partially, a 
consequence would be a politico-economic entity that could significantly change the 
patterns of world trade. Consequently, and emerging Islamic community could provide 
important market opportunities and challenges to global marketers. 
For many foreigners, Islam often raises images of a strongly anti capitalist and anti 
progressive religion. In order to participate effectively in the opportunities( and 
challenges) of marketing in Islamic countries, the global marketer must first dispel 
some comi-nonly held d stereotypes. Of course, Islam has more in common with the 
rest of the world than most people believe. Central to Islamic thinking is the right of 
every individual , 
Muslim or non- Muslim, man or woman, to own property. This is 
contrast to capitalist view. Also, the importance of trade and business has always been 
recognised. On the other hand, there are some differences between the Islamic and the 
Western philosophies of doing business. Although, these vary more in degree than in 
substance. One difference is in the definition of interest levels. The Islamic restriction 
against interest is quite explicit and has to be taken a self-evident. Transactions based 
on riba'( increase) are strictly prohibited in the Qu'ran 
2, as the following verse 
forcefully states( Marmaduke, 1988). 
Islamic Banking System 
By the definition Islamic Banking is 'A Financial institution to collect and invest the 
money according with the Islamic Shari'ah. 3 In such a way, which can serve Islamic 
society, and for the justice and profit. ' Therefore, the Islamic banking system can only 
1 Riba: Lit: An excess or increase. Technically, an increase, which in loan transaction or in exchange 
of a commodity, accures to the owner (lender) without giving an equivalent counter value or 
compense in return to the other part. It varies interest both on commercial and consumer 
loans. 
2 Qu'ran: The Muslim Holly Book. 
3 Shari'ah : The way of God as shown by Qu'ran and the sunnah of the prophet Mohammed. 
The 
term is used to refer to the Islamic Law. 
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be operational under two fundamental principles: namely the prohibition of interest, 
and the introduction of profit and loss sharing schemes and other types of finance. In 
Islamic law al-riba(increase) has two phases: The simple interest and compound 
interest or usury. Both are banned on the ground that i) a loan must not generate a 
fixed guaranteed returned on the lender, (ii) financing for an undermined return is only 
permissible if the financier and the entrepreneur share between themselves the risk( 
loss) as well as the reward(profit). This simple rule is based on another known 
principle that where there is no risk, there is no reward. 
Central Bank of the Islamic Republic of Iran is attempting to use potential resources 
with over coming some impediments in the first-five year developing plan, and has 
started its second plan in 1995 for its prosperity and rather bright future. Knowing the 
cultural background of Islamic countries, certain aspects should be emphasise for 
International marketer, such as different management style, and with possibility of 
competitive environment. 
Marketing in an Islamic Structure 
An ordinary Islamic view of progress is that industrialisation and modernisation should 
happen in an appropriate, organised manner, joining the goal of economic 
development with an appreciation of the social and cultural context in which it occurs. 
More than a religion, Islam is a way of life with prescribed codes of everyday conduct. 
These sanctions and codes permeate the social, cultural, civil, and political fabric of all 
Islamic nations : Presently most of these countries are in state of flux as a result of 
four forces: 
I- Islamic religious fundamentals; major Quranic principles and precepts. 
2- Islamic cultural values; those values resulting from the historical experiences and 
development of the religion and traditions practiced by the Mulim's prophet 
Mohammed). 
3- Regional/local cultures; the effect of other cultures on the Islamic populace, i, e 
Christian influence on Muslims in Lebanon. 
4- Political nationalism; i. e., Arabic nationalist movement, or Muslim International 
Organisation. 
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By looking at the Tables- 1,2 below one can see the affect of fundamental Islamic 
concepts, and Culture on implications for Marketing in Islamic countries. 
Table- 1: Marketing in an Islamic Structure/with respect of Fundamental Islamic 
Concepts 
Elements Implications for Marketing 
Unity Product standardisation, mass media techniques, strong brand loyalty. 
Legitimacy Less formal product warranties, need for institutional advertising. 
Usury Avoid direct use of credit as a marketing tool. 
Community Development of an Islamic consumer, served with Islamic oriented 
products and services. 
Abstinence Opportunities of developing non-alcoholic beverages, and nonchance 
social game. ( Knowing the fact that Alcoholic beverages, and pork is 
forbidden). 
Worship 
5 times/day 
Need to take into account the variability and shift in prayer timings in 
planning sales calls, work schedules etc. 
Table-2 : Marketing with respect of Islamic Culture 
Elements Implications for marketing 
Obligation Word of mouth communications, customer referrals may be critical 
to the family Advertising home oriented products/ family roles may be very 
And tribal effective, i. e, electronic games. 
Obligations The image of functional products could be enhanced with 
towards advertisements that stress parental advice approval. Even children 
parents are products, there should be less emphasis on children as decisions 
sacred. makers. 
Obligations Tied to purchase of new shoes, clothing, and preparation of food 
to religious items for family reunions, Muslims gathering. And gift giving during 
Occasions religious holly days, and occasions. 
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Industrial Markets 
By definition Industrial markets 'refers to goods and services that either are used in 
or facilitate future production of goods and services such as major capital equipment, 
component parts, and process and raw materials. ' The United States, and EU are still 
the largest exporter to Islamic Countries. 
Since different Islamic Countries have different needs and resources for industrial 
development, classification is useful in order to assess market opportunities. All of 
the Islamic countries can be categorised as developing countries with two basic factor 
for their classification :I- Natural resource wealth : countries are classified as 
resource-rich; potential resource rich, or resource poor. 2- Present indigenous 
development base: countries are classified as having a relatively strong development 
base or a relatively weak one. Table -3 shows the classification of major Islamic 
Countries within the Industrial Base, and with respect of the resources availability in 
over 30 countries and five different groups. 
Countries that are both resource-rich and have a strong development base( Group -1), 
offer broad consumer and industrial marketing opportunities. Other resource rich 
countries ( Group 11), like Saudi Arabia, and Nigeria, can overcome the draw back of 
a weak local industrial base through massive technical assistance from outside sources, 
Particularly from the Western countries. Basically, Group 1,11 countries that seek to 
catch up technologically with the advanced industrial nations like EU, first need to 
develop basic technologies, i. e., in chemicals and metal and alloy processing. On the 
other hand, since many of these Islamic Countries have access to both extensive 
capital, energy resources, and moderate labour skills, they should be able to develop 
basic technologies that require high inputs of energy and capital. Products such as 
agriculture products, Synthetic fibber, and recently non-oil products can be exported 
to other Islamic nations, as well as EU. Also, beyond exports, joint ventures with 
international marketers such as, Iranian Steel Complex with Italian corporation, and 
US companies joint ventures with Saudi, or UAE could provide a bright return in the 
future to all parties. 
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Those countries that fall in Group III will be able to use these resources, given outside 
assistance and some time. Countries like Sudan, with its rich agriculture base, could 
receive infusions of capital from non-food-producing Islamic nations and , then , 
further its own technological transition. 
The other Group IV, have many large populations that ordinary create a national 
consumer market, that is one of the prerequisites for industrial development. Once the 
Group IV nations continue to provide semiskilled labour to other Islamic countries, 
their development will be facilitated, and there would still be cheaper labour at home. 
It is feasible that such a labour force could serve in the production of high-demand, 
intermediate-technology products for Group 1, and 11 countries. 
The last group, Group V countries, such as Chad, Gambia have neither the resources 
nor the original base to participate or serve in an effective commercial system. Usually, 
these less developed countries get aid from World Bank, or Islamic Development 
Bank for enhance food self sufficiency by improving their agricultural and livestock 
production, increasing farmers income, and other related projects. 
Table -3 : Classification of major Islamic Countries 
Industrial Base 
Resources Relatively Strong Relatively Weak 
Rich Group I- Algeria, Indonesia, Group 11- Saudi Arabia, Nigeria, 
Iran, Iraq Libya, Persian Gulf States, UAE,. 
Potentially None Group III- Sudan, Morocco, 
rich Senegal, Somalia, Malaysia. 
Poor Group IV- Turkey, Egypt, Group V- Yemen, Bangladesh, 
Lebanon, Jordan, Pakistan, Chad, Mali, Afghanistan, Gambia, 
Tunisia, Syria. Niger. 
In sum, an International marketer should be alert for increasing interdependence 
among the Islamic countries, due partly to religious reasons and partly to their 
proximity. Furthermore, it may be advantageous for International marketers to locate 
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in labour-surplus areas such as Iran, Turkey, and Egypt in order to export goods( 
Specially, non-oil products) from those countries to EU, or other high-labour 
intensive areas of the global market. 
Iran's Case Study 
Iran has been quite successful in marketing during its First Five -year plan. According 
to the latest data shown in Table -4 , below one can see that total imports in the last 
years of plan( 1993-1994) was increased by 4.3 percent, total oil exports was 
increased by 3.4 percent, and total non-oil exports was increased by 8.4 percent, 
which shows a more export development in non-oil products . 
US $ Million 
Imports/Exports 1991 1992 1993 1994 
Imports 27450.0 23500.0 15820.3 16508.1 
Oil Exports 15802.0 16343.0 13019.6 13460.4 
Non-oil Exports 2610.0 2940.0 3800.8 4119.9 
Table-4: A Profile of Iran's Imports and Exports During First Socio-Economical Plan 
Source : Iran's Plan and Budget Organisation Report 1996. 
By Looking at Table -3 , and Table -4 , one can see 
Islamic Republic of Iran as a rich 
country in resources, and relatively strong Industrial Base. Also, by looking at Table- 
5 it is obvious that direction of Iran's Export is toward, EU, Middle East , Asia, , US 
& Canada, and Africa in a descending order during the latest plan. 
Table-5 Direction of Iran's Export ( 1991-1993) 
Percentage 
Direction of 'X' 1991 1992 1993 
EU 56.46 48.71 45.17 
Middle East 18.44 14.32 15.57 
Asia 4.550 9.53 7.63 
US & Canada 1.20 2.18 2.74 
Africa 0.48 1.43 3.2 
Others 18.87 23.83 25.69 
158 
Appendix 
Discussion and Conclusion 
In sum , the development of an Islamic capital market based on the principles and 
instruments of Shari'ah, which has now become the yardstick of future ventures by 
Islamic financial institutions, clearly takes up a priority and challenge as an alternative. 
On the other hand, the marketing potential of Islamic countries should be taken within 
the context of a more comprehensive, balanced understanding of Islamic principles and 
culture. Iran is the example, where efforts to industrialise rapidly during the last regime 
led to a migration of rural workers to urban centres with the consequent neglect of the 
agriculture sector. This caused the devastating effect of inflation in the price of food, 
housing, and other necessities. In reaction, there has been a mistrust of the 
industrialisation that would have been a natural consequence in any developing nation; 
Islamic or non-Islamic. 
Today, Islamic countries can have opportunities in products and markets that are 
essentially Islamic in nature, consumer markets influenced by a population with a 
growing middle class and Western-educated segment, and in industrial base that 
thrives on the resource capabilities and needs of Islamic countries and their growing 
interdependence on one another and industrialised West. 
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'International Marketing- 
Does Iran want to join the GATT Club' 
Ali Sanaie & John. R. Calvert * 
Abstract 
This study investigate that whether Iran wants to join The GATT Club, with knowing 
the fact that over 124 countries out of 185 countries world wide have already joined 
World Trade Organisation. Also, it reviews the advantage and disadvantages of joining 
GATT club and its action for developing countries, specially Iran's role in GATT and 
World Trade Organisation in Economical, Political, and Cultural aspects. 
Introduction 
Iran is located in a very strategic position in Middle East. Having access to over 3,180 
kilometres of coastline to Caspian Sea, Persian Gulf, and Gulf of Oman, and with total 
boundaries of 5,492 Kilometres with New Soviet Republics, Turkey, Pakistan, and 
Afghanistan. Therefore, it has the potential for strategic dominance over a broad area 
of the region that is both important for oil and non-oil production exports. 
Iran's major revenue is through selling ( marketing) its oil to over 22 countries, 
with over $ 15 billion yearly income. 4 Due to recent drop of oil price world wide( as 
low as $22/barrel), and considering the latest forecast by E. I. U5 , during Iran's 
Second 
Socio-Economical Plan ( 1995-99) oil export growth will be constrained in the early 
years of the plan period by only small increases in the world consumption of crude oil 
and competition . Thus, Iran 
has been emphasising more in its non-oil exports 
products. 
According to the First-Development Plan, Iran is using a developmental 
marketing strategy for exporting its goods, by improving the quality of industrial 
exports, increasing the export of finished goods, and reducing the exports of raw 
materials, restructuring of the organisation and executive management of the industrial 
sector. On the other hand, by emphasising of development of industries, producing 
* Journal of International Marketing and Marketing Research, Vol. 22, No. 2, June 1997. 
4 Source: Central Bank of Iran, 1992 
5 EIU: Economic Intelligent Unit Report, 1995 
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machinery and tools for agriculture, and increasing the import of capital and 
intermediate goods and reducing the import of consumption goods, in order to achieve 
the aim of increasing non-oil products, and improve Iran's foreign trade status; the 
new issue of whether joining GATT Club has risen up. 
Iran formed an ad hoc committee 6 to study the issue of inauguration to the 
GATT and the WTO. The committee have found arguments both for and against. The 
question of GATT membership has fluctuated between liberalisation in one hand, and a 
controlled economy and economic self-sufficiency on the other; which lead to 
economic uncertainty. Although, there are sound reasons for joining the GATT 
agreements, but the result would put Iran into a group of nation , that politically it may 
not want to be too closely associated with. 
Discussion 
In the 20 years following the end of World War 11, the world economy expanded 
considerably, and as a result, international trade grew substantially in both volume and 
value. However, the benefit is stemming from this global economic progress accrued 
to the participants in world trade unevenly. A debate on how to improve international 
trade of developing countries evolved within GATT and various organs of the UN 
system. General Agreement on Tariffs and Trade (GATT) was first signed in 1947, 
with aid of Economic and social community of United Nations (Ecosoc) in order to 
increase international trade , and solving the trade barriers for both developed , and 
developing countries. On May 1,1964, the Executive Secretary of GATT announced 
the establishment of the GATT International Trade Centre( ITC) to provide trade 
information and Trade promotion advisory services. In December 1974, following a 
detailed review of ITC's administrative arrangements by the Executive Heads of 
UNCTAD and GATT, the UN General Assembly confirmed ITC's legal status as that 
of a joint subsidiary organ of both the UN and of GATT. 
Today over 128 countries, which over 104 of them are member of developing 
countries have joined GATT, and 20 countries including Iran are in process of joining 
it. The major advantage of joining GATT are: 
I- Supporting of local industries, by implementing low controlled tariff policies, and 
reduction or elimination of high tariffs and tariff escalation. The binding and 
6 Ad hoc committee : Short term Committee for a short term problem. 
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reduction of tariffs is essential in enhancing market access, transparency, and 
predictability in the trading system. 
2- Not having discrimination in International Trade, with using Most Favoured 
Nation law (MFN), for GATT's members. 
3- Approval of the World Trade environment conditions. 
General Agreement on Tariff and Trade(GATT), has been officially established for 
improving the level of its member group, for providing facilities for full employment, 
standard of living, and being able to use effectively the international resources, with 
GATT's rule of reducing Tariffs, and other trade barriers, and discrimination. This 
agreement is actually quite complex, with 38 amendments, and list of products that 
included thousands of discount, that has given throughout its member and each other. 
Of course, the major goal of GATT is to reduce the tax tariffs, for import and export 
purposes of all its members countries. Although unlike the other international 
organisation, in regard of exact meaning it is not an organisation, but it works as 
contracting parties, for making a legal alternative for members of its parties. There are 
six committees that work for GATT's members and their duties such as Tariff, 
Balance of Payment, Control Board, Budget and Planning, and International Trade. 
GATT's budget will be furnishes from its participant members and share of their total 
trade where in 1991 the GATT's total budget was about FR. 78.7 million 7. 
General Agreement on Tariffs and Trade (GATT) rounds has resulted in 
relatively low tariff levels among industrialised countries. As tariff protection has 
diminished averaging between has , non-tariff protection 
has emerged as a difficult, 
challenging constraint and may now be the most significant trade distorting mechanism 
(Ray and Marvel, 1984). 
The binding and reduction of tariffs is essential in enhancing market access, 
transparency, and predictability in the trading system. The levels of duty-free treatment 
mean that, for nearly half the imports into developed economies, irrespective of the 
source of trade, tariffs no longer matter . However, tariffs remain 
highly relevant 
outside the Organisation for Economic Co-operation and Development (OECD) area, 
particularly in developing countries. Several quantitative assessments confirm the 
economic benefits tariff reductions may bring to the overall world economy following 
their implementation. The overall low levels of tariff protection, however, still hide 
7 FR = Switzerland Frank 
163 
Appendix 
discrepancies, including levels of binding, both across countries and sectors and within 
sectors. ( See table-1). 
Table- I EXDorts and ImDorts effects of the Uruguav Round of GATT 
Rise in Rise in Income Income Contri- Contri- Contri- 
Exports Export Effect$ Effect bution bution bution 
us $ % Billion % GDP to 
Billion to to effect 
Income Income Agricul 
effect effect 
-ture Tariff NTBS8 
USA 82 22 75 1.35 11 84 5 
Canada 20 17 8 1.32 0 86 14 
EU 99 19 100 1.73 21 70 9 
EFTA 15 6 21 2.37 27 50 23 
Japan 52 18 16 0.57 69 6 25 
DOCT 266 37 57 1.29 29 59 12 
9 
L 
In sum, the latest GATT Uruguay Round Agreements was most comprehensive 
and most ambitious of the eight world trade rounds which have so far taken place. Its 
major results can be surnmarised into 19 points: 
I- The import tariffs of the industrialised countries will be reduced by an 
average of 38% for industrial goods; for developing countries, the average 
tariff reduction is estimated at around 27%, which takes into account the 
unilateral import tariff reductions already implemented by many developing 
countries since the beginning of the Uruguay Round ( Francois et al. 1994-5). 
For a number of import product groups (e. g. pharmaceuticals), the leading 
8 Non-tariff trade barriers. 
9 Developing Countries and Countries in Transformation excluding China and Taiwan. 
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industrialised countries and some Asian emerging countries are completely 
eliminating tariffs, thereby strongly expanding the sector of duty-free imports. 
In the industrialised countries, this sector is rising from 20 to over 40 % of the 
total imports of industrial goods. At the same time, the proportion of high tariff 
products ( tariffs above 15%) is falling from 7 to 5 %. Almost all the 
industrialised countries' tariffs will in future be bound; they will then no longer 
be able to be increased unilaterally and without compensation. 
2- Agricultural trade will be integrated into the GATT and partially liberalised 
within 6 years( 10 years in the case of developing countries). The group of 
least-developed countries will be released from the obligation to liberalise. 
Non-tariff import barriers will be converted into tariffs and reduced by 36% in 
industrial countries and by 24% in developing countries. 
3- The regulation of the textile trade through the Multifibre Arrangement 
(MFA) and other measures conflicting with the GATT, will be abolished. In 
four stages the MFA restrictions will be progressively lifted and relaxed 
within10 years. When the new Textile Agreement comes into force on 
1.1.1995, at the same time at least 16% of the MFA import volume must be 
liberalised and the growth rates applying to the quotas which have not yet been 
liberalised must be increased by 16% vis-a-vis the agreed growth rates for 
1994. At the beginning of 1988 and 2002, a further 17 and 18% respectively of 
imports will have to be liberalised and the growth rates of the residual quotas 
raised by 25 and 25%. The remaining 49% of the import volume will not have 
to be reintegrated into the GATT until January, 20005. Other import 
restrictions not covered by the GATT will either have to be brought into 
conformity with the GATT in 1996 or progressively lifted. 
4- A regulative framework will be created for trade in services and initial 
liberalisation measures will be implemented in a number of service sectors. The 
central element of the regulative framework is the obligation to give ( 
unconditional) most-favoured-nation (MFN) treatment to trading partners 
entering into the General Agreement on Trade in Services( GATS). For the 
future, commencing not later than 5 years after the formation of the World 
Trade Organisation (WTO), Article 19 of the GATS prescribes " successive" 
and " periodic" rounds of negotiation with the objective of " progressively" 
improving of liberalisation. 
5- Many GATT regulations will be revised or newly interpreted, with 
particular emphasis on import protection, antidumping and subsidy provisions. 
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Further revisions relate to Articles 12 and l8b of the GATT, concerning 
measures for the protection of the balance of payments, as well as Article 24, 
concerning Customs Unions and Free Trade Areas. In addition, agreements 
on technical barriers to trade, trade related investment measures( TRIMS), 
regulations on origin, pre-shipment inspections import licences and-in parallel 
with the Uruguay Round but with a limited number of participation's-public 
procurement have been made. Import protection through self-restraint 
agreements, orderly marketing and similar grey-area measures against 
dynamic exporters will in future be prohibited. Existing regulations must end 
within four years or be integrated into GATT. Also, anti-dumping duties may 
in future be imposed only for a maximum of five years, unless further or 
repeated damage to domestic industry is likely as a result of dumped imports. 
6-The international protection of intellectual property rights ( patents, trade 
marks, models., designs, geographical indications copyright, etc. ) is extended 
beyond existing international conventions under the umbrella of the World 
Intellectual Property Organisation (WIPO) and supplemented with protective 
measures against product counterfeiting. 
7- The multilateral trading system will be institutionally strengthened. A 
World Trade Organisation(WTO) is created and integrated dispute 
settlement procedure introduced; a regular review of trade policy in the 
member states within the framework of the Trade Policy Review Mechanism 
(TPRM), provisionally operated since 1989, is fmnly established. The WTO, 
with a Ministers' Conference held at least every two years, at its head 
provides the institutional framework for a large number of multilateral and 
plurilateral agreements and arrangements between its members. It is intended 
to monitor the implementation of agreements, apply the dispute settlement 
mechanism, further develop the multilateral body of rules and further 
promote the liberalisation process. The WTO is also responsible for co- 
operation with the IMF and World Bank, with the objective of achieving 
more coherence in international economic policy. It is important to note that 
all the results of the Uruguay Round apply unrestrictedly to all WTO 
members, which must guarantee the conformity of their national legislation 
with multilateral regulations. 
8- Agreement on Sanitary and Phytosanitary Measures. 
9- Agreement on Trade -Related Investment Measures. 
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10 - The decision on Measures Concerning the Possible Negative Effects of 
the Reform Programme on Least-Developed and Net Food-Importing 
Developing Countries. 
II- Agreement on Implementation of Article VH (Custom Valuation). 
12- Agreement on Pre-shipment Inspection. 
13- Agreement on Rules of Origin. 
14- Agreement on Import Licensing Procedures. 
15- Agreement on Subsidies and Countervailing Measures. 
16- Agreement on Safeguards. 
17- Decision on Achieving Greater Coherence in Global Economic Policy- 
making. 
18- Trade Policy Review Mechanism. 
19- New Agreement on Government Procurement. 
GATT's Action for Developing Countries 
Since the early 1970s, the developing countries have been consistently and vigorously 
pursuing their proposal for the creation of a new economic order by removing the 
bottlenecks in the way of their economic development through speedy 
industrialisation. The unequal economic relationship between the developed and the 
developing countries is reflected in the fact that 70% of the world's population 
receives only 30 % of the world's income. 10 Western nations need to adopt a far more 
co-operative attitude on questions of trade and finance with developing nations. They 
must be more liberal when interests of developing countries are involved in world 
forums like UN, UNCTAD, IMF, and GATT. 
GATT's Action for developing countries can be summarised into two ways: In 
short run, it provides the country to benefit from undiscriminatory concept of GATT, 
getting technical aid, and guidance for its trading policies. Although most developing 
countries who join GATT, or in process of joining have already brought their export 
potential to the competitive standard level. Considering Iran , as a 
developing country 
that has over $2,785 billion (Rial 195 Billion) total value for its non-oil export in 1992, 
and have made Carpets, and Pistachio counted almost 50 per cent of the non-oil 
export. But none of these mentioned product have counted as a GATT's product fine 
10 Source: Navin chandr, Joshi, 'Nehru & New World Economic Order', Employment News, 
November 18,1994. 
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of discussion. Where carpets counted as a textile in MFA agreement, and Dried fruits 
as an agricultural products, has not been discussed yet. Today Iran can use the GSP 
(General Supply Preference) system, that has given only Iran, 246 tons in 1992, where 
Iran's export for carpet was actually 23500 tons in same year. This simple figure 
shows that because of not participating Iran in International gathering like GATT, 
UNCTAD, and ITC, will cause loosing the opportunities that other developing 
countries like India, and Pakistan two of the Iran's competitor's in world non-oil's 
product will have for their market share quota. 
In long run, one have to review a country's Economic Plan( i, e Iran's Socio- 
Economic Plan) in order to forecast the outcome of joining Iran to GATT Club. 
Although, in short run, the evaluation is based on a static mode, and present 
economic, and trade policy, but in long run, the evaluation for whether join the 
GATT is based on the country's Trade Policy. So, a developing country like Iran 
should use its trade policy as a tool for its economical and industrial development, 
once it is ready to join GATT. The goal of the most countries who join GATT is to 
earn some privileges, that will help them to enter new International Market, and 
developed their export. Of course, GATT itself does not provide the development 
of trade for countries, but it has provided terms and conditions for its member that 
in case their potential level matches GATT's terms, they can benefit from it. In 
Iran's case, if Iran bring its foreign trade policy, toward developing more on its 
non-oil export, joining GATT would be beneficial in long run. 
In sum, the trade of developing countries in 1990s with Europe looks to be 
affected , and groups of developing countries will be affected in different ways, 
depending not only on the composition of their export to Europe, but also on the 
position they are able to negotiate within Europe's scale of preferences. The Single 
European Market( SEM) is expected both to create trade for and divert trade from 
developing countries. Increases in income in the EC as a result of SEM will raise 
demand for imports from developing countries. The effects of the SEM on 
developing-country exports are therefore likely to be tangible, positive. In short 
term, the exports of developing countries to Eastern European Countries is unlikely 
to happen, but in long term, preferential access to Western European markets, 
combined with the advantage of physical proximity, could well have an impact on 
export-oriented foreign investment in sectors in which Central European Countries 
will have a comparative advantage(Glover, '93) 
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Also, the set of promotional factors in the principles of GATT during 1947- 
1992, have caused the growth of International trade in this period to double the GNP 
of its over 124 member countries, and growth of industrial export goods raised over 
four times their GNP (Rashidi, A. , 1995). 
Iran's Role in GATT 
I- Economical 
Ira as a developing country who has passed quite successfully its first Socio-economic 
Developing plan, with being in the process of its second development plan , and being 
member of International organisation such as, OPEC, ECO, Asian Productivity 
Organisation(APO), and also United Nation Organisation such as World Bank, 
International Monetary Fund (IMF), IMO, etc..., can have good role and potential to 
join the GATT Club. 
On the other hand, Iran with not being a member of an International Trade 
Organisation like GATT yet, have do its International and foreign trade relation 
according to bilateralism contract, which is usually in short term. In result, Iran would 
be quite a way from the Global competition. And with developing and coverage of 
GATT under International trade organisation, joining Iran would help the country's 
agricultural product, textiles, made clothing, sea food product, to benefit: low tariff, 
no threat and worried for sanction , elimination or any 
forbidden law, and enter freely 
to the world's market. 
Of course, one of the main reason that Iran has not been participating into 
GATT, has been due to Iran's past foreign trade structure, where 90 per cent of its 
exchange revenue was from its crude oil( a product which is not part of GATT's 
rule), and its non-oil export policy was never included a certain tariff, and it was not 
active until Iran engaged to the war with Iraq ( 1980-88), and caused its oil revenue 
to drop by 50% to $ 6.5 billion, and finally by 1986, because of the shortage of foreign 
exchange, the government adopted the so called'export foreign exchange policy'. The 
implication was that imports of raw materials, spare parts and intermediate goods had 
to be financed by the foreign-exchange earnings of these units from the export of their 
products which were non-oil goods and services. The Iranian government after its 
cease-fire with Iraq , and starting 
its first developing plan in 1989, continued its non- 
oil exports promotion policies, and granting various concessions to exports such as " 
import against export" facilities. The overall policy guidelines for the plan are: import 
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substitution strategy and promotion of non-oil exports on the basis of the country's 
comparative advantage. 
Iran's misperception on membership of GATT include: I- losing various control 
measures to protect the national economy. 2- GATT is a victim of rich and 
industrialised countries. 3- Any GATT-based trade imbalance is ipso facto harmful. 4- 
GATT represents a set of rigid rules not subject to developing countries. On the other 
hand Iran's advantage of membership include the settling of disputes, the influencing 
of policies pursued by the WTO and reinforcement of the trend toward economic 
liberalisation that enhances its neighbours' perception of it. 
Ratio of Non-Oil Export to Total Export 
From the point that non-oil export has to substitute the oil export in the long run. It is 
essential to review its ratio to total export. Since 1972, non-oil export has been 16% 
of total export in Iran. But suddenly with oil price increase in 1977, the non-oil export 
quota reached to only 3% of total export. This change caused more dependency to 
outside world as well. In 1989 the share of non-oil exports increased again, and 
reached to 7.98% of total export. Recent data indicates that non-oil export has 
reached to 25 i)er cent of total eXDort in Iran. ' 1( see Table-2). 
Year Non-Oil 
Exports 
US $ Million 
Oil Exports 
US $ Million 
Total Exports 
US $Million 
Share of 
non-oil to 
total export % 
1984 361.1 16726 17087.1 2.1 
1985 465 13710 14175 3.3 
1986 915.5 10921.5 11837 7.7 
1987 1160.80 12175.2 13336 8.7 
1988 1036.0 9673 10709 9.6 
1989 1043.9 12037.1 13081 7.98 
1990 1312.2 17992.8 19305 6.797 
1991 2648.0 16013.0 18661 14.1 
1992 2744.9 17123.1 19868 13.8 
1993 3424.0 15146 18570 18.43 
1994 4824.5 14340.5 19165 25.17 
Table-2 ( Iran's Share of Non-oil Exports to Total Export, 1984-94) 
11 Source : Central Bank of Iran, 1994 Report. 
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Direction of Export 
Iran's direction of Non-oil Exports is mostly toward Europe, Asia, and US Content. 
As it shows in Fig-1 below, Iran's Total non-oil exports has reached over $ 4.82 
billion, with European share of 50.313 percent. 
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Fig- I( Iran's Direction of Export, 1994) 
Also, by looking at Iran's Non-Oil Exports trend to EU, one can see that during Iran's 
First Developing Plan( 1989-94)there has been a positive trend of 248.3 percent(Fig-2). 
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11 
- Political : 
One of the factor that could affect any international marketing strategy is having a 
political stability. Of course, every country has its own unique administrative plan. 
The plan emerges from such factors as experience, culture, the system of reward and 
punishment, availability of qualified administrators, and style of leadership. The 1979 
Iranian revolution proved that the economic development cannot be imposed on a 
nation; rather it must evolve over time. The previous regime in Iran imposed a modem 
infrastructure, and industry dependent on foreign technology, and a Western lifestyle 
on a Muslim society that was apposed to change. The rapid modemisation, with GNP 
per capita increasing from $200 to over $ 2000 in a decade, caused a reaction and the 
led to the Shah's 12 fall, and establishment of the Islamic Republic (Jain 1990). 
The 1990s marked the beginning of a period of transition for Iran; from a 
government-controlled war economy into a less centralised and more open economy 
and market. Iran's new government has been relatively successful in obtaining 
international financial and technical support for its reconstruction and development 
plans and has been quite successful in having a reasonable price for its exporting 
goods, and services. 
On the other hand, considering the fact that Iranian government has been quite 
successful in its foreign policy, both in the region and internationally (i. e. strengthening 
ties with EU. ), it may want to increase its trade of goods, but not want to join the ' 
GATT Club' now. Of course, it depends how far political allegiances can ever be 
divorced from economic necessities. 
III- Cultural : 
The cultural environment and business practices of the foreign market also play a large 
role in export pricing. Some countries offend negotiation, others expect it. As D. W. 
Witter noted, there is always the expectation of price negotiation in the Middle East 
market, including Iran ( Meloan, 1995). 
The Iranian cultural development began in the Eurasian Steppes around the 
Caspian sea, most probably in western central Asia, when tribal life with agro-pastural 
economy prevailed. In a general survey of Persian cultural history includes three 
12 Shah : Iran's former King. 
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elements of religion, language, and pre-Islan-& past. Where as, Iran's religion is Shiite 
Islam, a religion that is true to the basic principle of Islam, and it has some special 
dimensions. Its language ( modem Persian, or Farsi) has changed very little in 1000 
years. It has expressed Iran's national identity and philosophy of existence, which 
includes mysticism. As for Iran's pre-Islamic past, it remains alive and is a distinctive 
aspect of Iranian culture and thought. 
The perception of the Western impact on cultural mores and traditions has led 
Islamic countries to be highly selective in borrowing ideas from the West and 
accepting concepts of progress and development. Considering Iran, where efforts 
before the revolution to industrialised rapidly led to a migration of rural workers to 
urban centres with the consequent neglect of the agricultural sector. As a outcome the 
majority of Iran's population ( who did not enjoy the bounties of oil wealth) 
experienced the devastating effect of inflation in the price of food, housing, and other 
necessities (Graham, 1995). 
Iran as a developing country is attempting to use potential resources with 
overcoming some impediments in the first-five year developing plan, and starting its 
second plan for its prosperity and rather bright future. Knowing the cultural 
background of Islamic countries, certain aspects should be emphasise for International 
marketer, such as different bureaucratic and banking systems in compare to European 
and US Standard, with possible competitive environment. Perhaps the most difficult 
aspect of international marketing is one's country cultural natures. Iran's pricing 
policy could not be affected a lot by cultural environmental factor, because of its 
historic role, its geographic location and its diverse cultural contacts, and having a 
good position for advocating cultural and political diversity within a framework of 
international unity and solidarity. 
Of course, the essential elements of Iranian Culture is surnmarised in, 
religion, language, and its pre-Islamic past. The religion of country is Shiite Islam 
which, though true to the basic principles of Islam. On the other hand, modem Persian 
or farsi, which is literary renaissance and cultural influence of Iran, and it was derived 
from Pahlavi, which was the language of Iranian in the 7th century, that is, before the 
Arab invasion. For 1000 years the Persian Philosophers and scholars had joined forces 
with Arab philosophers, scholars and lawyers, in form of civilisation that Islam was 
able to create, through an extraordinary blend of people and culture, but the presence 
of pre-Islamic past is no less living in the souls of these same men who devoted 
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themselves entirely to the flowering of Moslem civilisation. Where Iranian all through 
Moslem history, maintained their own personality, and acted in accordance with the 
standards of the whole Moslem community, whereas in their personal, emotional and 
elegant lives they lived in a different world (Jacqz, 1976). 
Conclusion : 
In general, , the main problems that Iran would face in case of joining GATT Club 
and WTO areas follows: 
I- Not having a fix trade policy, since there is not enough and accurate information 
about the availability of resources in the country yet ( It is under estimation during 
Iran's current Developing Plan). 
2- Having had a heavy reliance on its oil revenue in the past. Iran needs a new trade 
policy for its non-oil exports products. 
3- Having had a added value for some of its Exports commodities. 
4- High local demand for its non-oil products. 
5- Low production rate, in some of Iran's industries. 
6- Non-stable exchange rate policy, although government has announced the official 
rate for export/import, but still needs more effort in doing so. 
7- Dernarketing and inadequate advertising for exports goods in abroad. 
8- Difficulties in obtaining Letters of Credit that most importer and exporter are facing 
in Iran. 
9- Weakness in technique and packaging. (By adopting IS013 licensing for Iran's 
goods, it is forecasted that with aid of western countries(EU), Iran's products would 
be distributed with an international standard expectation in the global market). 
On the other hand, WTO has improved regulations and institutional reforms 
that has mentioned earlier, which will have a lasting influence on the trade flows and 
131SO : International Organisation for Standardisation, , which start 
from ISO 9000 series. 
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competitive relationships on the international markets; with two different perspectives 
: In Global Effects the Uruguay Round has reduced tariff, import barriers, and with 
providing domestic and export subsidies for agricultural products could together 
increase the volume of world exports by 25%, and by the year 2005, after the 
implementation of these market access regulations has been completed, lead to world- 
wide income gains of more than $500 billion, based on 1990 prices (Francois et al., 
1994.3). On the other hand, The Uruguay Round will influence market access in the 
industrialised and developing country such as Iran, in all three major Sectors of a 
national economy. In the primary sector, the de-escalation of tariffs for products 
manufactured on the basis of natural resources could lead to countries which export 
raw materials concentrating more on further processing their natural products and 
exporting them as finished goods. In the secondary sector the almost complete 
elimination of tariffs in 10 product groups in most industrialised and some emerging 
countries will be significantly improve market access there in the next five years and 
stimulate intra-industrial trade. The 10 product groups are construction, farm, medical 
equipment, steel, beer, spirits, pharmaceuticals, paper and printing products, furniture 
and toys. The industrialised countries concerned are the members of the European 
Union (EU), Canada, Japan, Switzerland, and New 
Zealand. The emerging countries are Hong Kong, Korea and Singapore. Finally, in the 
tertiary sector the General Agreement on Trade in Services (GATS) creates new 
framework conditions for an international opening of the markets. The world export of 
commercial services( essentially transport, tourism, financial services, leasing, 
communications, advertising,, constancy, technical services, building and engineering 
services) in 1993 was $ 1,020 billion, and the export of goods $3,748 billion. By Far 
the largest services exporter is the United States with 16.6% of the world exports, 
followed by France( 9.9%), Italy ( 6.5%), Germany ( 6.1%), Great Britain ( 5.3%), 
and Japan (5.2%) ( GATT , 1994). 
Thus, Iran with having only $ 6.0 billion of total in 
Non-oil Exports 14, should join the GATT Club, as soon as it is ready. In doing so, 
during mid November 1996, the WTO has accepted Iran to be an observer of the 
GATT Club. 15 1t is highly recommended that Iran in order to join the GATT Club, 
have to do the followings: 
14 Source: Iran's Custom Annual Report, 1996. 
15 Source: Keyhan hayai, November 15,1996 
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I- Merging governmental Units: Today experience shows that in most developing 
countries, governments are transferring their management to private sectors. In doing 
so, Iranian socio-econornic plan has emphasised in privatisation as well. 
2- Deregulation : Another important issue that has been discussed in most GATT 
rounds is deregulation. It is a fact that helps reducing the government responsibilities, 
and developing the privatisation in a country. 
3- Standardisation : Quality Control, and standardisation is an important issue, that all 
GATT's member ought to follow this rule for their industrial and agricultural 
products. Iran also, has emphasised in standardisation in its second Socio-Economic 
Plan and is getting International Standard Organisation ( ISO) licence for its products, 
so it can exports its goods and compete in the International market. 
In sum , it seems every country who wants to 
Join the 'Club', must have 
acquired some 'prerequisite', these prerequisites are mainly social and economic 
infrastructure background, i, e. if a country has a comparative advantage in providing 
an exporting a specific product, it must have provided the appropriate technologies 
and necessary human capital for the expansion and the development of particular 
industry in order to get this benefit by trading within the club. 
In Iran's case, non-oil commodities that Iran wants to export to the WTO 
member must have ISO requirements , and it seems 
Iran can not advertise all of these 
commodities according to Islamic values. Even though, there are many reason for Iran 
to join the GATT agreements, but due to some political, and cultural reasons, such as 
group of nation that Iran does not want to be closely associated with, Iran should 
not join the club yet, until these barriers are solved. 
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Marketing, Economics and Management Style in Iran and its 
Competitors 
Ali Sanaie & John. R. Calvert * 
Abstract 
Marketing in any developing country is based on three major influences: cultural, 
economic and political differences. Strategies for price, product and promotion have to 
take these into account. All of these are also influenced by management style. 
In Islamic countries the cultural and political influences overlap and so we have 
chosen to compare Iran with three other Islamic countries, namely ; Turkey, Indonesia 
and Egypt. 
The comparisons concentrate on economic ratios and on management style 
utilising a balance understanding of Islamic principles and culture to place Iran's 
marketing with reference to these competitors. 
Introduction 
Today Islamic countries constitute about 20 percent of the world's population. In 
sheer numbers, the Islamic nations account for a large and growing group of markets. 
Many are rich in resources, and their wealth has multiplied rapidly in short time. More 
significant is the growing trend in many Islamic countries toward transcending national 
boundaries. If this goal is to be achieved, even partially, and considering the ending of 
Communism and enormous pressures on Capitalism; a consequence would be a 
politico-economic entity that could significantly alter the patterns of world trade. 
Among Islamic countries, Iran is one that has potentials in both service and 
industry, as well as in human resources, that could play a significant role in her exports 
to developing and industrial countries. 
This article will discuss marketing, economics and management style in Iran and its 
major competitors . The organisation of this article 
is as follows. First, a structural 
* Journal of International Marketing and Marketing Research, Vol. 23, No. 2, June 1998. 
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background to this research is provided. Second, an economic comparisons among 
Iran's competitors is discussed. Third, management culture and Islamic principle are 
addressed. Next, political comparisons among Iran's major competitors is discussed. 
Finally, an overall comparison and a conclusion to this study are highlighted. 
Structural Background 
Apart from marketing opportunities that exist as a result of religious and cultural 
influences, there are those that are the result of world pressures and the rapidly 
changing wealth of Islamic countries. The general evidence is that, apart from some 
dissimilarities that exists between Iran and its competitors, these markets have in 
common a unifying religion, a well-defined set of cultural values and traditions, and 
the goal of economic development. 
Economic Comparison and Islamic Principle 
By looking at the Table- 1, we can see the regional indicators for Iran , Turkey, 
Indonesia, and Egypt, which determined Iran's categorising of competitors , and 
which reveal the existing and potential markets for these middle-income economies 
with respect to important factors of comparative economies such as GNP per -capita, 
agriculture percentage of GDP, petroleum and industry percentage of GDP. 
Table -I ( Regional Indicators for Iran and Comparative Economic- 1994) 
16 
Country GNP per Capita 
(US$) 
Agriculture % 
of GDP 
Petroleum % of 
GDP 
Industry % of 
GDP 
Iran 3010 24.07 8.26 22.0 
Turkey 2970 15.96 1.43 30.5 
Indonesia 740 26 11.22 37.4 
Egypt 660 18.36 16.42 30.6 
Iran occupies a special strategic position in the Middle East. It is considered as a 
relatively strong Islamic country with rich resources such as oil reserves of over 7000 
16Source: World Bank, World Development Report, 1995. 
180 
Appendix 
billion tons (US$ 126.2 million) in 1994, much higher than Indonesia with US S96 
million. On the other hand, Iran is considered to have the largest gas reserve in the 
world, after Russia ( Former Soviet Union) . Its population is the third largest after 
Turkey and Egypt, which were 64, and 62 million in 1995 respectively. Table -1 
shows that by the end of the Iran's First Socio-Economic -Development Plan ( 1994) 
, Iran's GNP per capita, at average of 1993-94 price, was estimated at $3010 . During 
the First Plan, in terms of 1990 constant prices, GDP increased by an annual average 
rate of 2.4 percent. Agriculture, including fishing and forestry, was calculated 
approximately at 24.07 % of GDP in 1994, whereas petroleum was calculated at only 
8.26% of GDP. The major cash harvest was fresh and dry fruits including pistachios 
which was calculated to approximately over 5.5 % non-oil exports products in 1994. 
On the other hand, we can see that Iran's industries (including manufacturing, 
construction, power, and mining) counted as over 22 % of GDP in 1994. Of course, 
the most value-added items are textiles, food processing and transport equipment. But 
carpets (a traditional export item) counts as 29 % of non-oil exports product in 1994. 
In a recent publication of International Financial Statistical Year Book in 1996, it is 
recorded that there was an obvious trade surplus of $182 million, while there was a 
deficit of $242 million in 1994. Iran's major trade partners were Japan and EU 
members, including Germany, France, Italy, UK. The main exports were petroleum 
and its related products, traditional goods like carpets and caviar, and agricultural 
goods. 
Turkey's Five-Year Economic- Development Plan covering 1990-94, set a 
number of promising targets , such as an annual growth of the private sector 
from 
II to 15 percent . The current account surplus 
had reached US $ 2,631 million , and 
the total exports with an average of 15 percent a year had reached to US $ 21,600 by 
the end of 1994. 
Turkey has the second highest GNP per capita after the Islam ic Republic of Iran, 
calculated at US $ 2970 , and a population of over 
63 million in 1994. It turned from 
small farmers to city-dwellers at an amazing speed in 1945, when only 18% of the 
population lived in town. Now the figure is over 75%. The industry percentage of 
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GDP is about 30.5% in 1994. On the other hand, exports have been one of Turkey's 
successes over the past decade. The country's geographical position at the cross-roads 
of Europe, Central Asia and the Middle East gives it easy access to all three markets. 
Indonesia, whose population was 206.1 million in 1994, is Iran's second 
competitor with a GNP per capita of US $ 740. Its direction of trade has been 
stable over the last decade. Its exports to Japan as leading country were over 31.8 
percent of its total exports in 1992, whereas its exports to EU were over 15%, the 
most important markets being Holland, Germany, and the UK. 
According to the World Bank report in 1995, Indonesia's agriculture 
percentage of GDP is 26 %, its petroleum percentage of GDP 11.2 %, and its 
industry percentage of GDP 37.4 %. Therefore, we can say that Indonesia's balance of 
trade with over 50 countries was positive during 1989-94. The developments in the 
economic sector have enabled the Indonesian economy to open up by changing the 
traditional agrarian economy to a more advanced one with a firmer structure. In this 
connection, it started its Sixth Five- Year Development Plan on April 1,1994. 
Although the plan is only indicative, it sets out in substantial detail economic targets 
which the government expects to achieve by 31 march 1999. 
Furthermore, by looking at Indonesia's direction of exports we can see that it 
exported its goods to US , Canada and 
America with 14.7% of its total exports value 
in 1992. Its major exports have been to Asia and Oceania ( including the Middle East), 
which counted for 68.2 % of its total exports in 1992. The remainder of its direction 
of exports was 15.1 % for EU, 1.1 % for Africa, 0.1 % for Eastern Europe and 0.80% 
for the rest of the world. 
Egypt is Iran's third competitor, having a GNP per capita of US $ 660 and a 
population of 61.6 million in 1994. Egypt's export merchandise grew rapidly during 
the 70's, and declined sharply during 80's and 90's due to a fall in petroleum prices. 
Its agriculture percentage of GDP was 18.36 % in 1994, considering the fact that 
Egypt's major merchandise exports are yam and textiles fabrics, chemicals, metals and 
metal products, and mining. Its major exported foodcrops are potatoes, citrus, rice , 
onions, vegetables, fruits and medical herbs. Its major export partners, are EU with 
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38.1 % of its total merchandise exports in 1992; Eastern European countries with 
23.9%; Asia with 16.9%; Arab countries with 10.4%; North America ( including US 
& Canada)with 8.8 %; and others with 1.9 %. 
Moreover, we can see that Egypt's industry percentage of GDP is 30.6 %, with 
its petroleum percentage of GDP being 16.42 % in 1994. Considering the fact that 
Egypt's Economic Reform and Structural Adjustment Program ( ERSAP) started in 
1990, the country's centralised and static economy has moved to a more market- 
based, outward pattern of development with stabilisation of macroeconomics, foreign 
trade liberalisation, and deregulation of price controls. 
On the other hand, according to the latest data published by International 
Financial Statistics Year Book in 1995, since 1989 Iran's competitors total exports to 
the EU, Egypt, Indonesia, and Turkey has had an increase of 175%, 172%, 60% 
respectively, while Iran has had only 11.3 % of increase ( see Fig. 1). 
a 
Fig. I( Comparison of Iran's Competitors Total Exports to EU, 1989-94) 
[C3 8-9] 
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Management Culture and Islamic Principles 
Culture has been defined in many different ways. According to Kluckhohn - Culture 
consists in patterned ways of thinking, feeling and reaching, acquired and transmitted 
mainly by symbols, constituting the distinctive achievements of human groups, 
including their embodiments in artifacts; the essential core of culture consists of 
traditional (i. e. historically derived and selected) ideas and specially their attached 
values". 
The understanding of the Western impact on cultural mores and traditions has 
led Islamic countries to be highly selective in borrowing ideas from the West and 
accepting concepts of progress and development. Consider, Iran, where efforts to 
industrialise rapidly led to migration of rural workers to urban centres with the 
consequent neglect of the agricultural sector. One outcome was that the majority of 
Iran's population experienced the devastating effect of inflation in the price of food, 
housing, and other necessities. Thus, there has been a uncertainty of the 
industrialisation that would have been a natural effect in any developing country. 
The closest research to our topic is the study done by Hofstede in 1980 on 
cultural consequences, with emphasis on power distance, on uncertainty avoidance, 
and on individualism, for measuring national differences. The power distance index is 
a measure of values found in the HERMES subsidiaries. It applies to entire 
subsidiaries, and not to individualism. Three questions were posed conceming(a) 
organisational climate, and the extent to which employees are afraid to disagree, (b) the 
regime of the characteristics of the organisation-superior style of decision making; and 
(c) the value in the restricted sense of a preference for one state of affairs over others. 
The results showed that, although wealth is positively associated with 
individualism, but lower individualism with faster growth of wealth would lead to 
certain balancing of wealth among the wealthy Western countries. Thus, one can say 
that the two Islamic competitor countries among the others that have been surveyed 
on cultural factors are Turkey, and Iran with high PDI of 66, and 58, respectively. 
In sum, we can say that, there are some differences between the Islamic and 
Western philosophies of doing business and marketing. Yet, these vary more in degree 
than in substance. One difference is in the definition of profit levels. In Islam, 
(4 excessive" profit is viewed as adequate to exploitation. This is contrary to capitalist 
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views, which hold that high profit levels or return on investment (ROI) indicate 
efficiency in the use of resources. The intend in Islam is toward moderation, to share 
wealth with those less fortunate. 
Political Comparisons and Islamic Principles 
Iran and its Islamic competitors have different political structures as follows. Iran, is 
an Islamic state ruled according to a constitution approved by referendum in 1979 and 
amended in 1989, which provides the executive, legislative and judicial branches. The 
President is elected by popular vote every four years. Legislative power is exercised by 
the 270 member MaJlis (Parliament), which is elected every four years. Super imposed 
on this are popular religious leader, who exercises considerable power over 
government functions, and a council of Guardians, which must approve all legislation 
passed by the MaJlis to ensure its in a accord with Islamic law. 
The Republic of Turkey was established in 1923, within its present boundaries, 
following the dismantling of the Ottman Empire, whose territories extended over a 
large part of Europe and the Middle East in the previous six centuries. It is a 
democratic and secular State. Under the constitution, legislative power is vested in the 
Turkish Grand National Assembly(TGNA). The unicameral legislature has 450 
members, elected for a maximum term of five years by universal suffrage and secret 
ballot. Since 1950, Turkey has had a multi-party political system except during periods 
of military rule in 1960,1971 and most recently from 1980 to 1983. The Grand 
National Assembly has the responsibility for reviewing and changing statutes and law- 
amending ordinances. It exercises control through parliamentary questions, 
investigations and general debates. While the constitution states that legislative power 
cannot be delegated, the assembly can authorise the council of ministers to issue 
decrees having the effect of law on certain topics and under certain conditions. The 
President of the republic, elected by the Grand National Assembly for a seven-year 
term, is the head of state. The prime minister is appointed by the president of the 
republic from the members of the Grand National Assembly. Ministers, who are not 
required to be members of the National Assembly, are selected by the prime minister 
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and appointed by the president. The main executive power rests in the hands of the 
prime minister and the council of ministers. 
Indonesia is considered to be the biggest and the fifth most populous Muslim 
country, in the world. In 1945, its constitution was approved on the basis of having 
freedom and social welfare for all its citizens. Every five year the members of 
Parliament are selected by the people's vote, and the government policies are 
determined by the representatives' suggestions. Indonesia does not have an official 
economic structural institution. The President controls all the economic activities as 
well as others. In 1967, when President Soeharto took power, Indonesia was one the 
world's poorest countries, with per capita gross domestic product (GDP) of $70 per 
person, half of that of India and Bangladesh. In 1994, Indonesia's per capita GDP 
passed $875, triple that of Bangladesh and more than double India's. 17 
The Egyptian State is considered to be the oldest continuing political entity in the 
history of mankind. Egypt has periodically been subject to varying foreign influences; 
its present legal system reflects principally the influences of Islamic law, English 
common law and the Napoleonic code. The present constitution was approved by the 
electorate in 197 1. Legislative authority rests with the unicameral People's Assembly ( 
MaJlis ash-Sha'ab). Executive authority is vested in the President, who is nominated by 
the People's Assembly and confirmed by popular referendum. The President 
determines and supervises the general policies of the state in co-operation with his 
cabinet. 
Overall Comparisons and Conclusion 
In summary, one can say that the recent global developments have had a profound 
effect on the dynamics of world trade. As a result, a new international economic order 
is being forged, bringing with it new demands and pressures on world markets. Of 
course many of the changes can be attributed to the growing influence of Islamic 
countries. At the same time, the trade policies of some developing countries, 
17S ource: International Financial Statistics Year Book, 1995. 
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particularly the major trading nations, drifted toward greater protectionism and 
discrimination through changes in their legislation and administrative practices. 
By comparing Iran's competitors , one can say that the export similarity for 
selected categories( based on non-oil exports to EU in 1994) which they compete 
(e. g. dry & fresh fruits, yam & carpets, skin & hides, and fish products) Iran/Egypt, 
Iran/Turkey, and Iran/Indonesia, had the highest degree of non-oil Export Sirnilarity 
index of 49.8%, 35.76%, and 20.81 % respectively. 18 That is due to their agriculture 
percentage of GDP, population, and similar politico-economic structure. 
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Appendix III : Recommendations for Data Collection 
The data collected throughout this research were from two major sources: 
(1) Iran's Custom Reports ( 1989-94); and (2) OECD Statistical Annual 
Reports(1989-94). Those collected from Iran's Custom reports ( see Tables 
4.4.1 to 4.4.6) are, together with their coded product numbers, published in 
Farsi. These data (i. e. Non-Oil exports products) had to be decoded before 
being analysed and converted to US $ dollars. It should be noted that our 
calculation for the 1989- 92 period was based on $= IR 70, and for the 
1993-94 period $= IR 1750 . However, the data gathered 
from OECD 
centre (Paris) for Iran and its competitors' Non-Oil exports to EU (see Table 
5.3) were classified according to SITC. 
In sum, it is recommended that, in order for a researcher to collect Iran's 
Import/Export data for future studies, the data should be classified in 
accordance with Iran's official currency exchange rate, and the Standard 
International Trade Classification (SITC) so that it can easily be compared 
with the data available from international standard organisation like OECD 
and the IMF. 
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